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Michigan Millers Mutual Fire Insurance Co 

Mill Owners Mutual Fire Insurance Co 

Millers Mutual Fire Insurance Co 

Millers Mutual Fire Insurance Co 

Pennsylvania Millers Mutual Fire Ins. Co 

Millers Mutual Fire Insurance Association Alton, Ill. 
Grain Dealers National Mutual Fire Ins. Co Indianapolis, Ind. 
Western Millers Mutual Fire Insurance Co. Kansas City, Mo. 


National Retailers Mutual Insurance Co Chicago, Ill. 


MUTUAL FIRE PREVENTION BUREAU 
400 W. Madison St., Chicago, Ill. 


A service organization maintained by the Mill Mutuals. 
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“IMMEDIATE ADJUSTMENT OF ANY 
LEGAL LOSS IS ASSURED TO ALL 
POLICYHOLDERS WHEN THEY INSURE 
witH ASSOCIATED LUMBER MUTUALS” 


* 


CENTRAL MANUFACTURERS’ MUTUAL INSURANCE CO. 
OF VAN WERT 


INDIANA LUMBERMEN’S MUTUAL INSURANCE COMPANY 
OF INDIANAPOLIS 


LUMBER MUTUAL FIRE INSURANCE COMPANY 
OF BOSTON 


LUMBERMEN’S MUTUAL INSURANCE COMPANY 
OF MANSFIELD 


NORTHWESTERN MUTUAL FIRE ASSOCIATION 
OF SEATTLE 


PENNSYLVANIA LUMBERMEN’S MUTUAL FIRE INSURANCE CO. 
OF PHILADELPHIA 
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No matter where located, from Atlantic to the | 
Pacific, an office near your office 


Gale & Stone, Boston—Justin Peters, Philadelphia—Interstate Mutual Insurance Agency 

Co., Mansfield, Ohio, Pittsburgh, Penna.—Lumbermens & Manufacturers Mutuals, Inc., 

James S. Kemper, Mgr., Chicago, Milwaukee, Minneapolis, Omaha—<Associated Mutuals, 

Inc., Atlanta, Ga.—Lumber Mutual Agency, Indianapolis, Memphis, Dallas, Kansas City— 

The Martin General Agency, Seattle, Denver, San Francisco, Los Angeles, Vancouver, 
Portland, Spokane. 
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THERE {S$ NO 
SUBSTITUTE FOR 


()\n_/ INSURANCE 


ualiliy MEANS 


The Payment of Losses Promptly, 
Fairly and Completely 


In a mutual company, the company’s interest is the policy- 
holder’s interest. Therefore, losses are settled promptly 


and fairly. 


Mutual companies have a reputation for settling claims and 
losses so promptly that few cases go to suit. Freedom from 


worry and a feeling of absolute security is the reward to 





mutual policyholders. 
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subject of fire insurance, dealt 
with from several angles and develop- 
ing some interesting and here and there 
surprising facts. ® Professor Ralph H. 
Blanchard takes an analytical look at 
"The Fire Hazard'' in an informative 
article done in very readable style. ® 
A staff writer follows the trail of the 
arsonist and quotes some illuminating 
paragraphs from reports of an inves- 
tigation which attracted much atten- 
tion in 1913. Despite improvements 
noted, the reader will still wonder just 
how much different is the situation to- 
day. ® ‘Deposits of Securities,"’ by 
H. J. Daniels of the U. S. Department 
of Commerce is an appreciated dis- 
cussion of certain problems that con- 
front insurance companies, and there 
is a reprinting of a scholarly article 
from the Columbia Law Review, hav- 
ing to do with definitions of "insur- 
ance" and "insurance corporations." 
® Those looking for the ‘Bunk of the 
Month" page are referred to ''Ruskin's 
Last Ride'' which we believe should just 
about close this particular incident. ® 
There is an unusual quantity of breezy 
news items. 


* 
NEXT MONTH 


As the auto touring season opens 
up we will publish the results of the 
latest research bearing on the why and 
wherefore of accidents and how to 
avoid them. ® And various conventions 
of national importance will furnish an 
abundance of material for comment. 
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JAMES M. McCORMACK 


Commissioner of Insurance 


State of Tennessee 


PRACTICAL insurance man of long experience is James M. 

McCormack, who recently succeeded Joseph S. Tobin as Ten- 
nessee Commissioner of Insurance. As vice-president of a local 
agency in Memphis, he has specialized in surety lines in recent 
years, but previously he had seen service as representative of 
various types of companies. Although a native of Nashville, Mr. 
McCormack has long been a Memphis resident, and has been as 
prominent in the civic as in the business life of that city. 
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COMMENT ON 
LEGISLATURES 


Although many of the state 
legislatures are still in mid-career, 
at least half of them have ad- 
journed without any serious harm 
having been done to the insurance business by the pas- 
sage of unwise bills. Perhaps the companies should yet 
knock on wood to dispel the possibility of potential evil, 
but the fears of some that 1937 was to be a wild year 
for legislation have not materialized and probably will 
not. 


In fact the well-entrenched tradition that legislatures 
are wild, springs from a curious kind of hysteria that 
seizes even the old timers who go up against committee 
meetings or wait breathlessly for voting results in a 
House or Senate. Like crime and things unusual in gen- 
eral, the irresponsibles in a legislature get the lion’s share 
of the headlines. Rumors of graft and double-crossing 
are spread before the public in recurrent detail and if all 
gossip about the goings on in various Capitals were true, 
the states might well tremble for their future. 


But in any legislature there is at least a nucleus of 
honest, capable men who when all is said and done guide 
the major part of the operations of the law-making body. 
The fact that only one-fifth to one-third of all bills in- 
troduced ever go farther than one House is indicative of 
the common sense which eventually gains the mastery. 
The best legislators ordinarily introduce the fewest bills, 
and because of a reputation for sincerity succeed in pass- 
ing the most of them. Any citizen who looks upon a state 
senator or assemblyman as necessarily a numskull should 
sit in on a few discussions of controversial issues in im- 
portant committee hearings. The quick thinking and 
sheer ability of the leaders in debating difficult questions 
often astonishes the layman who quickly is driven to 
acknowledge that things governmental are not so simple 
as they seem. Respect for legislators grows when one is 
confronted with the variety of problems the Solons are 
called upon to face. This very circumstance is another 
reason why the intelligent legislator of known high prin- 
ciple is naturally turned to for leadership. 


This is not saying that those whose interests may be 
threatened by adverse legislation should not keep a close 
watch on the activities of legislatures. But any who have 
observed the efforts of “The Third House” to acquaint 
legislators with both sides of questions up for decision 
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will agree that state house corridors are plentifully sup- 
plied with those eager to see that information is ade- 
quately distributed. There is an intense spotlight on every 
legislator — making another reason why even a small 
dereliction may be thrown in sharper relief than it really 
warrants. The average state senator or assemblyman de- 
serves more sympathy over the confusing task before 
him than censure for his voting record. It is loose think- 
ing to condemn a legislature wholesale. The bad spots of 
such a body are a reflection of bad conditions or indiffer- 
ence in certain districts represented. And responsibility 
has often sobered the mind of the radical and even re- 
strained the rascal, especially when in daily association 
with men of superior character. 

Insurance or any other business closely affecting the 
public interest, if alert in providing facts and figures, has 
little to fear from the average legislature. 


ANOTHER O. K. FOR 
MUTUAL INSURANCE ON 
MORTGAGED PROPERTY 


Echoes of the back- 
fires popping about 
the ears of the spon- 
sors of the recent 
Crum and Forster 
leaflet implying that mutual insurance could not protect 
a mortgagee in North Dakota, continue to reach the 
Journal office. After the C. & F. agency in Atlanta had 
been challenged both by public departments and private 
investment companies to make good their assertions or 
retract them, a lame excuse was published but business- 
men proved wary of accepting new assertions from the 
same source. The opinion of the Attorney General of 
North Dakota further cleared the air and mortgagees who 
had been well satisfied with mutual insurance for many 
years spoke up loudly for the mutual plan. The net re- 
sult, after the first annoying reaction, was a neat bit of 
good publicity for the mutuals and incidentally more 
mortgaged property covered in mutual companies. 


All this is a pleasing outcome, and to reinforce the 
general thought on the matter, we take this occasion to 
print significant parts of an opinion recently given by 
the Attorney General of the State of Mississippi; thus: 


“T have read and analyzed the North Dakota case carefully, 
and if there is anything in that case which could be construed 
to hold that when a policy is void as to the assured who is a 
member, it is also void as to the mortgagee, I am unable to tind 
it. There was a statute in North Dakota which provided that 
if the premium of a policy contract was not paid within sixty 
days from the issuance of the policy, the policy was ‘absolutely 
void.” The court confined itself to an interpretation of the stat 
ute and pointed out that the policy never had had any life 
because of the prohibition of the statute.. 


“By a duly signed mortgage clause in a policy the mutual 
company enters into a contract with its member to pay the 
mortgagee in case of loss as the interest of the mortgagee may 
appear. This does not create an independent contract of lia- 
bility to that of the insured, but the provisions of Section 5185 
of Mississippi Code of 1930 are written into every policy con 
tract containing a mortgage clause and that notwithstanding the 
provisions of Section 5289 of the Code of 1930, the mortgagee’s 
contract and his rights thereunder are the same as the rights of 
the insured, except as modified by Section 5185 of Mississippi 
Code of 1930. The mortgagee does not have to make an appli 
cation for the policy, and in that respect there is no distinetion 
in reason between policies written in mutual companies and 
those written in stock companies. In my opinion, the right to 
engage in the mutual fire insurance business carries with it the 
implied right or power to insert therein a loss payable clause in 
favor of a mortgagee unless there should be a statute pro- 
hibiting mutual insurance companies from writing policies ex- 
cept on unencumbered property. I do not find any such statute. 
In cases where the question of liability to a mortgagee has been 
considered, the rule has been that the mortgagee could recover 
in case of loss, even though by some act of the insured thi 


policy contract might be void as to him.” 
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Insurance Census 
Report 


INSURANCE ORGANIZATIONS OPERAT- 
ING IN THE UNITED STATES EMPLOYED 
an average of 389,519 persons with a 
total payroll of $676,726,000 during 
1935, it was recently announced by 
William L. Austin, director of the 
Bureau of Census. The report, issued 
as a part of the current census of 
business, covers 69,354 insurance 
companies doing business during the 
year. The tabulations include 4,428 
carriers, 8,302 branch offices and 
56,624 agencies. 

Home offices of 1,917 or 43 per 
cent of all carriers, the report shows, 
are located in Illinois, New York, 
Pennsylvania, Wisconsin, Ohio and 
Texas. The offices in these states 
employed 48 per cent of all home 
office employees. Office and clerical 
workers comprised more than 77 per 
cent of the total number of employees 
in home offices. Home offices which 
were domiciled in New York rep- 
resented 9.7 per cent of the total 
number of offices and accounted for 
28.4 per cent of all home office em- 
ployees. 

The report reveals that 82,806, or 
52 per cent of the 160,245 home 
office employees, reported as of a 
specific week, are women. This is a 


considerably higher percentage of 
female employees than is indicated 
for carrier subsidiary offices or for 


The 


percentage of 


agency and brokerage offices. 
cites that the 
fice and clerical employees to total 


volume 


personnel is substantially less for the 


latter two types of establishments 


than for home offices. 
York, 


California, Illinois and Texas account 


New Pennsylvania, Ohio, 
for 39 per cent of the total number 
of branch, departmental and man- 
agerial offices and for 53 per cent of 
the total number of subsidiary office 
employees. New York alone accounts 
for 733 of the 8,302 offices and for 
23.763 of the 126,888 employees. 
The same six states enumerated in 
the preceding paragraph also account 
cent of the 71,800 em- 


fe ir 52 per 


ployees in insurance agencies and 
brokerage offices reporting no real 
estate activities during 1935, and for 
47 per cent of the 31,517 employees 
in offices doing a real estate business 
as well as an insurance business. Of 
the agencies and brokerage offices re- 
porting, New York alone represents 
10 per cent of the total number. 
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Miscellany 

ANNUAL REPORT OF THE JOURNAL 
OF THE AMERICAN MEDICAL ASSOCIA- 
tion reveals that one out of every 15 
persons in the U. S. was a hospital 
patient during 1936—75% of domes- 
tic limburger supply from 
Green County, Wisconsin — Survey 
reveals that an average of 1,292 new 
industrial and commercial enterprises 
open their doors in the U. S. every 
business day and that at the same 
time 1,142 enterprises pass out of the 
picture leaving a net increase in the 
business population of 150 concerns 
for each day—Bicycling’s new lease 
on life last year meant orders for 
30,000,000 pounds of steel—Labor’s 
share of the national income now 
amounts to more than two thirds of 
the total or exactly 68% — It has 
estimated that women possess 
of the wealth in the U. S.— 
There remain only 62 cities in the 
U. S. in which street cars alone are 
the only means of transportation — 
Some 1,700,000 tourists visited Cali- 
fornia in 1936 and spent $267,111,638 
— Seasickness is unknown to deaf 
persons — And now a young St. 


comes 


been 


oe OF 
It 


Louis girl, 28 months old, who has 
a vocabulary of 3,800 words and an 
intelligence quotient of 185, which is 
45 points higher than that normally 
attributed to “genius” — A survey 
made during the recent taxicab strike 
in Chicago revealed that automobiles 
made 9 per cent better time through 
the Loop when there were no cabs 
on the streets — The average age of 
the skilled building trade mechanic 
is estimated at 50 years — Only 63 
passenger cars per 100,000 registered 
in Maine are involved in fatal acci- 
dents whereas there are 857 motor- 
cycles per the same number of regis- 
trations — New streamlined street 
cars now being manufactured are 
equipped with rear-end stop lights, 
similar to the type used on automo- 
biles — Abraham Lincoln’s body was 
moved 17 times from 1865 to 1901 
— Numerous colleges now offer 
courses in radio broadcasting — The 
Coronation Chair of the British Em- 
pire, made entirely of wood, has been 
in use since 1274 — If you live ina 
flat one and two-thirds months of 
your rent money each year repre- 


sents taxes — If man_ possessed 
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strength proportionate to that of the 
beetle, he would be able to carry a 
load weighing seventy tons — An 
estimated 75% California 
orange crop was caused by recent 
16° frost — There are nearly 55,000 
active oil wells in Oklahoma. 
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Preparing Pennsylvania 
Code 


PENNSYLVANIA INSURANCE MEN 
IIAVE BEEN INVITED TO SUBMIT SUG- 
gestions for the new insurance code 
which Commissioner Owen B. Hunt 
is preparing for presentation to the 
current legislature. 

“This code has been prepared for 
the entire fraternity,” Commissioner 
Hunt asserts, ‘and for this reason I 
would like them to have the oppor- 
tunity to take part in its preparation. 
Any constructive suggestions they 
may care to make will be given con- 
sideration. It would be more helpful 
if these suggestions were made while 
the code is in preparation, rather 
than come as criticisms after it has 
heen submitted to the legislature.” 

Alfred J. Snyder, Philadelphia, a 
former professor of law, has been 
given the task of supervising the 
code’s preparation. 


New Maine Commis- 


e 
sioner 
C. WALDO LOVEJOY, RUMFORD IN- 
SURANCE AGENT, HAS’ BEEN NAMED 


by Gov. Lewis O. Barrows as Maine’s 
new Commissioner of Insurance. In 
the office, to which he was appointed 
for a four-year term, Mr. Lovejoy 
succeeds Wilbur D. Spencer. 

The new commissioner has served 
as secretary-treasurer of the Maine 
Association of Insurance Agents since 
1927, and has been a member of the 
New England Advisory Board for 
the same period. He attended Dart- 
mouth and Bowdoin colleges, and is 


a veteran of the World War. 
+ e * 


U. A. Gentry Opens Law 
Office 


FORMER INSURANCE COMMISSIONER 
U. A, GENTRY OF ARKANSAS RECENTLY 
announced the opening of law offices 
at 527-528 Exchange Building, Little 
Rock, Arkansas. Mr. Gentry, one of 
the leading personalities in the affairs 
of the National Association of Insur- 
ance Commissioners while in office, 
has the good wishes of his many 
friends for continued success in his 
latest undertaking. 


JouRNAL oF AMERICAN INSURANCE 


Changes in Personnel in 
New York Department 


SEVERAL CHANGES IN THE NEW 
YORK DEPARTMENT OF INSURANCE 
followed the resignation of Rollin M. 
Clark as First Deputy Superintend- 
ent of Insurance: 

Thomas J. Cullen, Deputy in 
charge of the Albany office, succeeds 
Mr. Clark as First Deputy. He will 
remain in Albany but will come to 
New York City more often than in 
the past on important questions of 
policy. 

Edward McLoughlin becomes a 
Senior Deputy in New York, and will 
have administrative charge of the 
New York office. 

Paul Taylor, now counsel for the 
Department at Albany, has been ap- 
pointed a Deputy Superintendent at 
the New York office. 

John P. Traynor continues as Dep- 
uty Superintendent in charge of the 
title and mortgage matters. 

The position of counsel to the De- 
partment at Albany is to be filled by 
Leonard M. Gardner, a practicing in- 
surance attorney at New York City. 


Neslen Utah Com- 


missioner 

A former mayor of Salt Lake City 
—C,. Clarence Neslen—has been ap- 
pointed Utah’s Commissioner of In- 
surance by Gov. Henry H. Blood, 
and the appointment has been con- 
firmed by the State Senate. 

Mr. Neslen succeeds E. A. Smith, 
Jr., commissioner for the past four 
years. The former commissioner, al- 
though it had been expected that he 
would be reappointed, refused to con- 
tinue in the post, stating that he was 
considering acceptance of another 
position. 


Guarantee Held 
Insurance 


A GUARANTEE WHICH OFFERS TO 
REPLACE OR REPAIR) MERCHANDISE 
which becomes unsuitable for use be- 
fore the expiration of an agreed 
period—not necessarily due to defects 
in workmanship — constitutes a con- 
tract of insurance under Ohio law, 
Attorney General Herbert S. Duffy 
has stated in a recent opinion ren- 
dered to Robert L. Bowen, Ohio 
Superintendent of Insurance. 

The point was raised in connection 
with the guarantee offered on auto- 
mobile tires by an Ohio company, in 
which it was offered to replace or 
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repair without charge any tire which 
became unfit for service before the 
expiration of a certain number of 
months after purchase. The opinion 
pointed out that had the guarantee 
protected merely against defects in 
workmanship, this warranty would 
not have constituted insurance, but 
that because it offered protection 
against virtually all road hazards — 
which are outside the company’s con- 
trol —an insurance element entered 
into the contract. 


Pay Tribute to C. A. 
Gough 


\PPROXIMATELY FIFTEEN HUNDRED 
PEOPLE ATTENDED A TESTIMONIAL 
dinner at the Hotel Pennsylvania, 
New York City, on April 8 to pay 
tribute to C. A. Gough, Deputy Com- 
missioner of Banking and Insurance 
of New Jersey. 

The dinner which was sponsored 
by the Casualty Underwriters Asso- 
ciation of New Jersey in cooperation 
with fire, life, marine and surety in- 
terests of New Jersey, and the New 
Jersey Association of Underwriters 
was given to commemorate. Mr. 
Gough’s forty-fourth anniversary 
with the New Jersey Department. 

A number of Eastern insurance de- 
partment officials, chief executives of 
many insurance companies, and 
others in the insurance business, as 
well as many men high in public of- 
fice in the State of New Jersey, par- 
ticipated in the testimonial. These 
included Superintendent Louis H. 
Pink of New York; Carl K. Withers, 
New Jersey Commissioner of Bank- 
ing and Insurance; Alfred Hurrell, 
Vices President of the Prudential ; 
Justice Harry Heher, New Jersey 
Supreme Court; United States Sena- 
tor A. Harry Moore of New Jersey; 
and Governor Harold G. Hoffman of 
New Jersey, who was the principal 
speaker of the evening. 

W. V. Clarkson, Manager of the 
Travelers New Jersey branch served 
as toastmaster. 


New Mutual Chartered 
In Ohio 


THE PROGRESSIVE MUTUAL INSUR- 
\NCE COMPANY OF CLEVELAND HAS 
heen granted a charter by the Ohio 
Secretary of State. Joseph M. Lewis 
heads the list of incorporators. The 
company will write liability, disabil- 
ity, automobile, steam boiler, and use 
and occupancy among other lines of 
insurance, 
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Supt. Pink Offers 
Solution to Tenement 
House Controversy 


AT THE REQUEST OF THE TENEMENT 
HOUSE COMMITTEE OF GREATER NEW 
York, Superintendent of Insurance 
Louis H. Pink recently prepared a 
memorandum elaborating on his sug- 
gestion for overcoming the impasse 
caused by the application of the mul- 
tiple dwellings act to thousands of old 
law tenements. Mr. Pink offered a 
five-year program as a_ short-term 
solution of the problem. There is 
now a six-month moratorium in 
which owners of tenements housing 
approximately a million New York- 
ers must decide whether to repair 
their houses to conform to the new 
law or vacate them. 

Mr. Pink pointed out that the six 
months moratorium is no solution, 
only a “stop-gap,” and further that 
it will expire at a time when the 
[Legislature is not in session to pro- 
vide additional relief. While many 
of the buildings are unfit for habita- 
tion, he called attention to the fact 
that it would create great hardship to 
compel thousands of persons to va- 
cate flats with no other place to go 
at the rents they can afford to pay. 

His plan briefly is to authorize the 
New York City Housing Authority 
to give careful consideration to the 
possibilities and needs of each neigh- 
borhood, and to. select buildings 
which can be made livable tempo- 
rarily with a view to having them re- 
paired and made safe for use until 
adequate permanent low cost housing 
has been provided. The Authority 
would have discretion to authorize 
use of buildings which, while safe, 
may not comply with the full measure 
of the new act. In Mr. Pink’s opin- 
ion the Housing Authority is the 
proper body to entrust this great re- 
sponsibility to because it was organ- 
ized to do constructive work and find 
a long term solution for the tenement 
problem. He feels that it would be 
wiser to entrust this power to a body 
organized to do constructive work 
rather than a purely administrative 
board, such as the Board of Stand- 
ards and Appeals or the new Housing 
Department created by the recently 
adopted charter. The Authority also 
would be expected to negotiate with 
the Reconstruction Finance Corpora- 
tion and the Federal Housing Admin- 
istration for funds and the Public 
Works Administration for labor and 
materials to be used in remodeling 
the buildings. 

Mr. Pink is a former member of 
both the City Housing Authority and 
the State Housing Board. As Super- 


intendent of Insurance, he is the vir- 
tual owner, as trustee for creditors, 
of some 250 old law tenements which 
were assets of title and mortgage 
guaranty companies taken over by 
the Insurance Department for liqui- 
dation. The Department has made a 
careful survey of the availability of 
these 250 houses and found that only 
about 20 per cent of them would 
justify the large expenditures of 
money necessary to make them legal 
for occupancy under the multiple 
dwellings law. The Department has 
now no recourse except to vacate the 
other 80 per cent within the next six 
months. 
e @ ® 


Wisconsin Bill Would 
Require Certificate of 
Authority 


INSURANCE COMMISSIONER H, J. 
MORTENSEN OF WISCONSIN HAS REC- 
ommended to the Legislature the 
passage of a bill which strikes direct- 
ly at firms and corporations which 
attempt to sell unauthorized insur- 
ance in the state. 

The bill provides that it shall be 
unlawful for any person, firm, part- 
nership, association or corporation, 
whether incorporated under the laws 
of this state or under any other state 
or political division, to maintain in 
this state an agency or office wherein 
insurance policies, contracts, or cer- 
tificates are signed or executed, 
whether delivered by agents or other- 
wise to persons of this state or else- 
where, which policies, contracts or 
certificates, purport to provide a 
death or disability benefit, or insure 
the lives of persons or their property 
or purpose to indemnify against loss 
sustained as a result of any liability 
imposed by law, or to maintain or 
keep files or records of such policies, 
contracts, or certificates, unless a cer- 
tificate of authority shall first have 
been obtained from the Commissioner 
as required by the laws of this state 
for the transaction of business of in- 
surance. 

e® @ ® 


Several Talks Announced 
For Commissioners’ 
Meeting 


SEVERAL OF THE TALKS TO BE GIVEN 
AT THE NATIONAL ASSOCIATION OF IN- 
surance Commissioners’ Convention 
at Philadelphia, June 21-23, have been 
announced. Commissioner John C., 
Blackall of Connecticut will deliver 
an address on “Compulsory Insur- 
ance or What?” In this speech he 
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will review Connecticut’s experience 
under its financial responsibility law. 
Mr. Blackall is especially qualified to 
speak on the subject as he had an 
excellent opportunity to gain a broad 
knowledge of it as a result of the 
various hearings and conferences he 
attended while a member of the Spe- 
cial Commission appointed by Gov- 
ernor Cross to study the automobile 
insurance situation in that state. 
Commissioner W. A. Sullivan of 
New Hampshire is to discuss Com- 
missioner Blackall’s paper. 

“Retrospective Compensation Rat- 
ing” is another of the subjects to be 
discussed and this has been assigned 
to Commissioner H. J. Mortensen of 
Wisconsin. The paper will be re- 
viewed by Commissioner Francis J. 
DeCelles of Massachusetts. 


Air Express Service 


THE EXTENT TO WHICH EXPRESS IS 
BEING SHIPPED BY AIR IN THE UNITED 
States today is emphasized in the 
schedule of rates and services being 
circulated by Air Express, air divi- 
sion of the Railway Express Agency. 

Through the combination of air 
and rail express service shipments 
can now be delivered anywhere in the 
United States and to many other 
North American points in a much 
shorter time than has ever been pos- 
sible in the past. Typical of the serv- 
ice offered is the rate of $24 for a 
25-pound package delivered over- 
night to destinations 3,000 miles from 
the point of origin. 


U. S. Chamber of 
Commerce Meeting 


THREE PROMINENT SPEAKERS WILL 
LEAD THE DISCUSSION OF CURRENT 
insurance problems at a special round 
table conference to be held in con- 
nection with the Twenty-fifth Annual 
Meeting of the Chamber of Com- 
merce of the United States at Wash- 
ington, April 26-29. 

Several hundred insurance execu- 
tives and other business men are 
expected to attend the insurance 
conference which will be held on 
Tuesday, April 27, beginning with 
a luncheon at one o’clock. 

The three speakers and their sub- 
jects will be: 

. J. Arnold, president, 
western National Life Insurance 
Company, “Investment Policies of 
L.ife Insurance Companies.” 

John C. Blackall, insurance com- 
missioner of Connecticut, “Increasing 
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Use of Mails by 
Non-Admitted Carriers 


H. R. 5713, INTRODUCED IN THE 
UNITED STATES CONGRESS BY REPRE- 
sentative Kitchens and referred to the 
House Committee on Post Offices and 
Post Roads, provides that it shall be 
unlawful for any life, health, acci- 
dent, fire or other insurance com- 
pany, individual or corporation, their 
agents or representatives, to send 
through the mails any letter, circular, 
policy, prospectus or written contract 
offering, soliciting or accepting insur- 
ance of any kind whatsoever without 
the company first having applied and 
qualified to do business in the state 
to which the document may have 
been mailed. The only exemption 
permitted is for advertisements in 
newspapers or magazines, in which 
the name of the state where the com- 
pany is qualified is set forth. Heavy 
penalties are provided for violation 
of the act, which is designed to pre- 
vent the use of the United States 
mails in furtherance of fraudulent in- 
surance schemes. 


Incontestability Clause 


Construed 
THE DECISION IN STROEHMANN, ET 
AL. VS. MUTUAL LIFE INSURANCE 


Company of New York, handed down 
by United States Supreme Court on 
March 29, holds that the incontesta- 
bility clause in a life and disability 
policy will be construed _ strictly 
against the insurer. The clause in 
question provided for incontestabil- 
ity after one year, except for non- 
payment of premiums, but more than 
two years after issuance of the pol- 
icy the company sued to set it aside, 
alleging it was obtained by false and 
fraudulent misrepresentations and 
material concealments. The court 
held that this exception was not ex- 
pressed in the policy and affirmed the 
District Court decree dismissing the 
company’s bill. 


Life Underwriters Plan 
Letter Contest 


DESIGNED TO ENCOURAGE INTEREST 
IN INSURANCE AMONG HIGH SCHOOL 
students, the National Association of 
Life Underwriters is offering $1,525 
in cash prizes in a letter writing con- 
test upon the subject. 

Contests will be conducted by local 
associations in primary stages, with 
local winners becoming eligible to 
compete in the national contest. All 
entries must be in by May 22nd. 
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Expert Calls Forest Fire 
Insurance Feasible 


FULL COOPERATION BY THE OWN- 
ERS OF TIMBERLANDS WILL MAKE IN- 
surance against forest fires feasible, 
and even profitable for the insurance 
companies, according to a report sub- 
mitted to the United States Depart- 
ment of Agriculture by H. B. Shep- 
ard, of that department’s forest serv- 
ice. 

His findings are based upon an ex- 
tensive study which he has been mak- 
ing of the subject in the Pacific Coast 
states, and extend over a period 
which includes the destructive Tilla- 
mook fire in Oregon. 

Fire risk is the only peril against 
which insurance has been considered 
thus far, he states, although insurance 
against such hazards as insects, wind, 
and plant disease may be possible 
eventually in some sections of the 
country. 


New Fire Boat For 
New York 


FIRE COMMISSIONER JOHN J. MC- 
ELLIGOTT OF NEW YORK CITY RECENT- 
ly announced that the Board of Esti- 
mates had authorized a new million 
dollar fire boat for the department. 
According to plans the new boat will 
have extra large nozzles which will 
enable it to carry streams of water 
capable of lifting the roof or collap- 
sing the sides of a piershed. 


Personal Property 
Floater Ruling Explained 


STATE TREASURER AND INSURANCE 
COMMISSIONER W. V. KNOTT OF FLORI- 
da has issued a bulletin explaining 
his recent ruling in connection with 
the writing of personal policy floater 
policies in the state. The text of the 
bulletin appears below: 

“The intent of this ruling is to per- 
mit the writing of the personal prop- 
erty floater in the state of Florida in 
a way that such policy will cover in a 
residence of the insured against the 
several perils except fire and wind- 
storm. These perils, ie. fire and 
windstorm, may be insured against 
in any residences owned or furnished 
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by the assured, in the state of Florida, 
by effecting separate insurance under 
the usual form of fire policy or wind- 
storm policy or special combined fire 
and windstorm policy. Or, in con- 
formity with this ruling, a company 
nay issue a combination policy, i.e. 
one policy being the usual special 
combined fire and windstorm policy, 
the other policy being the personal 
property floater policy containing the 
above provisions.” 


Philadelphia Winner of 
1936 Fire Waste Contest 


THE CITY OF PHILADELPHIA HAS 
BEEN DECLARED THE WINNER OF THE 
grand award in the 1936 Inter-Cham- 
ber Fire Waste Contest. It showed 
the best record of fire prevention ac- 
complishment in the competition, par- 
ticipated in by more than 300 cities, 
representing approximately 50 per- 
cent of the urban population of the 
United States. 

Winning cities in the annual con- 
test, which is sponsored by the 
National Fire Waste Council in co- 
operation with the Chamber of Com- 
merce of the United States, were 
announced at a recent meeting of the 
Council held in Washington, D. C. 
These winners in different population 
classes will receive bronze engraved 
plaques at the Annual Meeting of the 
Chamber, to be held in Washington 
the latter part of April. They are: 

Class I—Cities of more than 500,000 
popuiation—Philadelphia, 

Class I1—Cities of 250,000 to 500,000 
population—Providence, R. I. 

Class I1I—Cities of 100,000 to 250,000 
population—Hartford, Conn. 

Class 1V—Cities of 50,000 to 100,000 
population—Lakewood, Ohio. 

Class V—Cities of 20,000 to 50,000 pop- 
ulation—Parkersburg, W. Va. 

Class VI—Cities under 20,000 popula- 
tion—La fayette, La. 

Statistics compiled by the Council 
covering the cities reporting in the 
contest show that the per capita fire 
loss of contesting communities was 
$1.40. Compared with the average 
per capita fire loss of $1.80 for the 
same cities for the year 1931-1935 
inclusive, the figures show a decrease 
of 22.2 per cent. The total fire loss 
of the cities reporting in 1936 was 
$45,397,123. In 1936 there was a de- 
crease of more than $10,000,000 in 
property loss in the communities par- 
ticipating, as compared with their 
average annual fire waste for the pre- 
ceding five years. 

In announcing the winners the 
judges in the contest also announced 
that the following list of cities had 
been given honorable mention : 
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Class I—Over 500,000 population : 
winner, Philadelphia, Pa.; honor cit- 
ies, Los Angeles, Calif., Milwaukee, 
Wisc., Detroit, Mich., Chicago, II, 
Baltimore, Md. 

Class II—Cities from 250,000 to 
500,000: winner, Providence, R. I.; 
honor cities, Atlanta, Ga., Memphis, 
Tenn., Rochester, N. Y., New Or- 
leans, La., Minneapolis, Minn., 
Louisville, Ky., Portland, Ore., Oak- 
land, Calif., San Antonio, Texas, In- 
dianapolis, Ind. 

Class I1I—Cities from 100,000 to 
250,000: winner, Hartford, Conn.; 
honor cities, Spokane, Wash., Can- 
ton, Ohio, Syracuse, N. Y. and 
Honolulu, Hawaii, tie, Grand Rap- 
ids, Mich., Long Beach, Calif., I't. 
Worth, Texas, FE] Paso, Texas, Tren- 


ton, N. J., Elizabeth, N. J. 
Class IV—Cities from 50,000 to 
100,000: winner, Lakewood, Ohio: 


honor cities, Greensboro, N. C.. 
adena, Calif., Durham, N. C., New 
Rochelle, N. Y., Berkeley, Calif.. 
I'resno, Calif., Schenectady, N. Y., 
Asheville, N. C., Roanoke, Va., Port 

land, Me. and Evanston, IIl., tie. 
Class V—Cities from 20,000 to 
50,000: winner, Parkersburg, W. Va. ; 
honor cities, Lubbock, Texas, New- 
burgh, N. Y., Baton Rouge, La., Bur- 
lington, Iowa, Amarillo, Texas, and 
4 tie, Rocky Mount, 


Pas- 


Norristown, Pa., 


N. C., and Massillon, Ohio, tie, 
Wichita Falls, Texas, Watertown, 
2 

Class VI—Cities under 20,000: 


winner, Lafayette, La.; honor cities, 
It. Collins, Colo., Morristown, N. J., 
Coalings, Calif., Weston, W. Va., 
Geneva, N. Y., Prescott, Ariz., Port 
\ngeles, Wash., Valley City, N. D., 
Charlottesville, Va., Pottstown, Pa. 


Agent For Non-Admitted 
Company Convicted 


IN ONE OF TITE FEW CASES OF THE 
SORT THAT IAS COME TO TRIAL CECIL 
Illiott, a British citizen, was recently 
found guilty by the New York Court 
of Special Sessions of acting as an 
agent for a non-admitted insurance 
company. He was charged with plac- 
ing with Lloyds of London fire and 
burglary insurance for the Rochelle 
Salon, New York firm. 

lollowing a burglary loss the as- 
sured complained to the New York 
Insurance Department that he had 
not been paid. 

At his trial Elliott asserted that he 
was acting for the assured, and had 
been paid a fee by him for placing 
the insurance with a broker in Lon- 
don. The case was heard by Justices 
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Ilood, Pearlman, and Walling, with 
Justice Flood dissenting from the de- 
cision. 
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Millers National Twenty- 
Five Year Service Club 


TWO NEW MEMBERS WERE RECENT- 
LY INITIATED INTO THE MILLERS NA- 
tional Twenty-five Year Service Club 
when John A. Seibel, Loss Super- 
intendent, and Grace C. Hungeling, 
Head of the Statistical Department, 
completed twenty-five years of serv- 
ice on March 25 and 28 respectively. 
The new members were awarded 
service buttons emblematic of their 
years of service, 

Members of the Club at present, 
listed according to the number of 
years of service with the company, 
are: 

A. I. Bushnell, 
years; H. M. Giles, President, 42 
years; Charles J. Bulka, Examiner, 
34 years; Arthur A. Krueger, Secre- 
tary, 31 years; G. P. Tresselt, As- 
sistant Treasurer, 27 years; H. G. 
\nderson, Cashier, 27 years; R. S. 
Danforth, Assistant Secretary, 25 
years; and Gus R. Sweeney, I¢xam- 
iner, 25 years. 


Mutual Insurance on 
Public Property Again 
Approved 


\ RULING FROM THE CITY LAW DE- 
PARTMENT OF WORCESTER, MASS., 
made it clear last week that the city 
has the right to carry insurance in a 
mutual company. 

The question of the legality of in- 
suring city property in a mutual com- 
pany was raised recently when 
trustees of the Worcester City Hos- 
pital placed insurance on a new wing 
of the building with a New England 
mutual insurance organization. 

ee @ @® 


Fire Losses Heaviest on 
Dwellings 


COMPUTATIONS MADE BY SEVERAL 
FIRE INSURANCE COMPANIES FROM 
the fire loss estimates under occupa- 
tional classifications made by the Na- 
tional Fire Protection Association in- 
dicate that 55% of the 470,000 fires 
reported in the United States during 
1935 occurred in dwellings. As 
dwelling fires averaged slightly over 
$300 in loss, about 33.3% of the dol- 
lar fire loss of $249,000,000 during 
1935 was due to this type of struc- 
ture. 

Mercantile establishments were 
next in line, accounting for 7% of 
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the number of fires, and about 15% 
of the dollar loss. Automobiles, 
buses, and trucks formed the third 
large class of fire losses in point of 
numbers. 

Interesting are the figures on the 
average cost of fires in the different 
classifications. Among them are the 
following : 


Ee ee ers. $ 320 
Apartment buildings ...... 244 
eS Sr eee ee 560 
ee a 1,120 
ere 240 
Cafes and saloons......... 560 
Barns and stables.......... 1,030 
OE 5 ca:ara oie miveanele we 2,000 
OCIOEIES, sind vacemccicaee. ane 
PUNE cis union cin'en'e nies 2,560 
WOON (sn coco ncade es 2,900 
Flour and feed mills....... 5,300 
Grain elevators ..........0 5,800 
Oil refineries, etc........... 5,860 
Lumber VOTES .6.006-s.06c00 6,830 


Separate Post Proposed 
For Minnesota Fire 
Marshal 


THE CREATION OF A SEPARATE POST 
OF STATE FIRE MARSHAL IS PROPOSED 
in a bill now before the Minnesota 
Legislature. At the present time the 
insurance commissioner also holds the 
title of fire marshal, and performs the 
duties of that office in addition to his 
work as commissioner. 


Lumbermens Mutual of 
Mansfield Elects 
Officers 


THE LUMBERMENS MUTUAL _ IN- 
SURANCE COMPANY OF MANSFIELD, 
Ohio, held its Forty-Second Annual 
Meeting, on March 10th. 

Chas. H. Keating was re-elected 
President; and E. S. Nail, Chairman 
of the Board. Dwight P. Smith was 
elected Treasurer, a position held by 
Mr. J. W. Frankeberger prior to his 
death. 

Two Directors were re-elected for 
three-year terms. They were P. P. 
Parker of Findlay, Ohio, and R. H. 
Campbell of Toledo, Ohio. C. P. 
Hagemeyer of Cincinnati, Ohio, was 
elected to the Board to fill the 
vacancy caused by the death of Mr. 
I'rankeberger. 

Harry S. Black was re-elected Vice 
President; W. H. G. Kegg was re- 
elected Secretary ; and C. E. Nail and 
S. F. Coffin were re-elected Asst. 
Secretaries. C. E. Nail was also made 
Asst. Treasurer, a newly created post. 
P. M. Eliot, a Director, was named 
to the newly created post of Invest- 
ment Counsel. 
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State Fund Bill Defeated 
In Massachusetts 


\ BILL WHICH PROPOSED THE ES- 
TABLISHMENT OF A COMPULSORY 
automobile insurance state fund to 
insure automobiles in competition 
with private carriers in the State of 
Massachusetts met defeat in the 
House of Representatives, 76-11, sev- 
eral weeks ago. 

In the debate on the bill, its author 
argued that it would result in lowered 
compulsory insurance costs and that 
it was constitutional notwithstanding 
the claims of its. opponents. Another 
representative, in defending the ad- 
verse report of the Insurance Com- 
mittee, stated the bill would put the 
state in the insurance business and 
asked that the measure be defeated. 

The bill is essentially. the same as 
that filed for the past few years by 
the Registrar of Motor Vehicles of 
the state, and although it provides for 
the establishment of a monopolistic 
state fund, its sponsors maintained 
that it called for a competitive rather 
than a monopolistic fund. 


Handbook for Auto 
Adjusters 


A PRACTICAL HANDBOOK FOR THE 
\DJUSTER OF AUTOMOBILE CLAIMS, 
one of the first ever issued covering 
the subject in a comprehensive man- 
ner, has just come from the pen of 
Samuel W. McCart, well-known at- 
torney of Washington, D. C. 

Written in non-technical style, the 
volume is expected to prove of value 
even to the experienced automobile 
adjuster by increasing his knowledge 
of the legal aspects of his work. For 
the insurance man who has not had 
a great deal of experience in adjust- 
ing automobile claims the book serves 
as a complete exposition of the field. 


Insolvent Carriers Fund 
Bill in Pennsylvania 


A BILL, s. 744, WAS RECENTLY IN- 
TRODUCED IN THE PENNSYLVANIA 


legislature by State Senator Walter 
S. Pytko of Philadelphia, providing 
for the setting up of a fund to protect 
workmen’s 


compensation claimants 
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in the event of the insolvency of any 
insurance carrier. 

The bill, which is an administra- 
tion measure and is advocated by In- 
surance Commissioner Owen OB. 
Hunt, requires every insurance com- 
pany carrying workmen’s compensa- 
tion to pay into a State fund set up 
for the purpose one per cent of its 
net premiums semi-annually. When 
the total credited to any company is 
equal to five per cent of its loss re- 
serves against compensation claims, 
payments may be discontinued. They 
must be resumed, however, if pay- 
ments from the fund or an increase 
of the loss reserves of all companies 
reduce the amount on hand below five 
per cent. 

In the event of the insolvency of 
any company, payments will then be 
made directly from the fund. A sim- 
ilar act is now in existence in the 
State of New York. 


Automobile Fatalities 
Mount 


DEATHS FROM MOTOR VEHICLE AC- 
CIDENTS DURING FEBRUARY IN THE 
United States were 24% greater than 
during the same month of 1936, but 
were 25% less than during January, 
1937, according to the recent report 
of W. H. Cameron, managing direc- 
tor of the National Safety Council. 
There were 2,350 deaths from traffic 
accidents during l'ebruary. 

The mild weather, which resulted 
in a great many drivers’ exposure to 
the hazards of the highway, was 
blamed for the increase in deaths 
over February, 1936. During the 
1936 period weather conditions were 
severe. 


Further Liquidation of 
General Indemnity 
Corp. 

\ THIRD DIVIDEND TO THE 5,400 
CREDITORS OF THE GENERAL INDEM- 
nity Corporation of America, stock 
surety and casualty insurance com- 
pany in process of liquidation by the 
New York Insurance Department, 
was paid recently, according to an an- 
nouncement by Superintendent of In- 
surance Louis H. Pink. This latest 
distribution of $67,400 represents a 
payment of 8'44% to general non- 
policyholder creditors, and of 5% to 
policyholder claimants. 

Policyholders have now received 
57% of their allowed claims, and gen- 
eral creditors 283%, for a total of 
$570,000. There will be later dis- 
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tribution out of such assets as are 
still in the hands of the liquidator. 

The company in 1931 reinsured the 
entire business of the General Casu- 
alty and Surety Company of Detroit, 
and in 1932 control of the organiza- 
tion was purchased by the Interna- 
tional Reinsurance Corporation. Early 
in 1933 control passed to Lloyds In- 
surance Company of America, and 
later in the year the company was 
taken over for rehabilitation by the 
Superintendent of Insurance. It was 
placed in liquidation on Aug. 16, 
1933. 


Performance of Autopsy 
Upheld 

A WISCONSIN CORONER HAS THE 
RIGHT TO CONDUCT AN AUTOPSY IN 
any case in which he signs a death 
certificate, if no physician was pres- 
ent at the time of death, the Milwau- 
kee County Circuit Court has decided 
in dismissing a $25,000 damage suit 
against the coroner, several pathol- 
ogists, and the Employers Mutual 
Liability Insurance Company of Wau- 
sau, Wis. 

The case arose out of the denial by 
the Industrial Commission of work- 
men’s compensation benefits to a 
steel company employe on the ground 
that his death had been caused by 
heart disease. A relative held that 
the performance of an autopsy was 
unnecessary. 


Defendants in 
Apartment House Crash 
- Convicted 


\ CASE WHICH COMPENSATION UN- 
DERWRITERS HAVE VIEWED WITH 
more than ordinary interest was re- 
cently terminated in the Bronx Coun- 
ty Court in New York City with the 
conviction of the six defendants who 
had been on trial for second degree 
manslaughter. The charges grew 
out of the collapse on June 19 of last 
year, of a seven-story apartment 
house under construction in which 
eighteen men lost their lives. The 
compensation insurance on the proj- 
ect was carried in the New York 
State Fund. 

The defendants were released un- 
der bail of $5,000 each for sentence 
on April 14. Maximum sentence in 
each case may be 15 years in prison 
and a $1,000 fine. 

Evidence introduced at the trial 
showed that inspection of building 
construction in New York City is lax. 
Bricklayers at the trial testified that 
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bricks, which backed up the wall of 
the building, were 50% second-hand, 
while the mortar was of poor quality. 
Further testimony showed that some 
of the steel used was full of small 
holes. 
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Probate Bonds Reduced 
in New York 
STATE-WIDE REDUCTIONS OF 20% 
IN PREMIUMS ON PROBATE BONDS OF 
over $2,000, and 20% on public offi- 
cial’s bonds for treasurers and tax 
collectors, have been announced by 
Superintendent of Insurance Louis 
H. Pink. The changes are the result 
of studies made by the State Insur- 

ance Department. 

On probate bonds the charge will 
remain $10 per thousand up to $2,- 
000, $5 for each additional thousand 
to $50,000, $4 for each additional 
thousand up to $200,000, $3 for each 
additional thousand up to $500,000, 
$2 for each additional thousand up to 
$1,500,000, and $1 for each addi- 
tional thousand above that figure. 

On public official’s bonds the new 
rate is $6 per thousand up to $25,- 
000, $4.80 per thousand from $25,- 
000 to $50,000, and $3.60 per thou- 
sand in excess of $50,000. 


Cooke Lewis Dies 
COOKE LEWIS, VICE-PRESIDENT OF 
THE LIBERTY MUTUAL INSURANCE 
Company, died in Brooks Hospital, 
Brookline, Massachusetts, following 
an operation, on April 5. Mr. Lewis 
joined the Liberty Mutual in 192] 
as a comptroller and three years later 
was also made a vice-president. Fu- 
neral services were held in St. Louis, 
Missouri, his birthplace. Mr. Lewis’ 

widow and father survive him. 


Occupational Disease 
Rate Credit 


AN ORDER PROVIDING FOR A CREDI‘ 
OF 3714 PER CENT ON THE OCCUPA- 
tional disease portion of the rate for 
workmen’s compensation insurance 
was recently issued by Commissioner 
H. J. Mortensen of Wisconsin. The 
credit affects only those employers 
who comply with certain protective 
measures in reducing the 
hazard among employees. When the 
maximum protection is reached and 
the experience warrants an additional 
reduction, a further bonus of 12% 
per cent will be allowed. These credits 
are retroactive to November 1, 1936, 
and are in addition to the general re- 
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duction in workmen’s compensation 
rates ordered by the department in 
December of last year. 


C. W. Brown Honored 


\ TESTIMONIAL DINNER IN HONOR 
OF C. W. BROWN, NEWLY ELECTED 
president of the Merchants Mutual 
Casualty Company of Buffalo, New 
York, was held recently at the Buffalo 
Country Club. A portrait of Mrs. 
srown was presented to the guest of 
honor by George M. Williamson, 
vice-president of the company. The 
portrait was recently completed by 
Urquhart Wilcox, noted Buffalo ar- 
tist. edwin I. Jaeckle, general coun- 
sel of the company, served as toast- 
master. 


Committee of Bar Group 
Studies Adjustment 
Situation 


THE AGITATION IN A 
STATES BY BAR 
legal groups for action against all 
laymen whose activities seem to ap- 
proach the practice of law has been 
recognized by the International As- 
sociation of Insurance Counsel, which 
has appointed a committee to confer 
with representatives of the American 
Mutual Alliance and the Association 
of Casualty & Surety Executives. 
The resolution of the Executive Com- 
mittee of the International Associa- 
tion, adopted at the mid-year meeting 
in I*lorida, is as follows : 


NUMBER OF 
ASSOCIATIONS OR 


“Whereas, differences of opinions pre- 
vail as to whether or not certain practices 
of insurance adjusters do or do not con- 
stitute unlawful practice of law, which 
practices in certain states have already 
resulted in litigation. 

“Whereas, it is the sense of the Execu- 
tive Committee of the International As- 
sociation of Insurance Counsel that it 
would be for the best interest of all par- 
ties concerned if such differences were 
amicably adjusted and the border line 
fields of activity of insurance adjusters be 
more definitely defined and harmonized 
with the lawful practice of law; therefore 
be and it is hereby 

“Resolved, that the President of this 
Association be and he hereby is authorized 
to extend invitations to the Association 
of Casualty and Surety Executives and 
the American Mutual Alliance each to ap- 
point a committee of three to confer and 
cooperate with a committee of three from 
this Association for the purpose of formu- 
lating and defining the border line activi- 
ties acceptable to insurance companies and 
lawyers in which the insurance adjusters 
may and may not lawfully and/or ethically 
engage, and to appoint a committee of 
three from this Association for the pur- 
pose of conferring and cooperating with 


the last above mentioned committee, and 
report their findings and conclusions to 
the Association of Casualty & Surety 
Executives, the American Mutual Alliance 
and this Association for action thereon, 
-to the end that a code of ethics and a 
field of activities for the purposes above 
stated may be prescribed and adopted by 
the above named Associations and there 
after practice thereunder as near as prac- 
ticable be projected into the several States 
of the U. S. A.” 


Vermont Automobile 
Compensation Fund 
Bill Killed 


THE VERMONT STATE FUND BILL 
WHICH WOULD HAVE COMPENSATED 
victims of financially irresponsible 


motorists was recently killed by a 
rising vote of 132 to 18 in the House 
of Representatives. The bill was in- 
tended as an alternative to compul- 
sory insurance but met opposition 
from insurance interests as well as 
the highway traffic committee which 
reported it unfavorably. 

A fund of $50,000 would have 
been set up under the proposed bill 
as it provided for the levying of an 
additional charge of 50 cents on driv- 
ers’ licenses. From this fund would 
have been paid all automobile acci- 
dent judgments ranging from $25 to 
$500 which could not be collected 
from the driver responsible for the 
accident. The offending  driver’s 
license, however, would have been 
revoked until repayment had been 
made to the fund. 

The Vermont plan was similar to 
the bill recommended to the present 
session of the Connecticut legislature 
by the Governor’s Special Commis- 
sion on financial responsibility and 
in several respects very much like 
the plan held unconstitutional by the 
New Hampshire Supreme Court sev- 
eral years ago. 








Chamber of Commerce 
Meets 


(Continued from Page 8) 
Uniformity in State Supervision and 
Regulation of Insurance’. 

’. DD. Betterley, assistant treasurer, 
Graton and Knight Company, Wor- 
cester, Mass., “Recent Developments 
in \Vorkmen’s Compensation Legisla 
tion and Their Practical Effects.” 

The round table conference will be 
presided over by John C. Harding, 
resident executive vice-president, 
Springfield Fire and Marine Insur- 
ance Company, and a director of the 
National Chamber. 
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Any Fire of Major Proportions Sets in Motion a Multitude of Insurance Processes 
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THE FIRE HAZARD 


AZARDS are the raw material 
of the insurance business. Fire 
hazards are the underlying 

causes of the occurrence of fire and 
consequently of the need for insur- 
ance and of the payment of losses by 
insurers. 


Fire hazards may be divided into 
two broad classes; physical and 
moral. Physical hazards are those 
concrete things evident to the senses 
which may give rise to fire and con- 
tribute to its spread. Moral hazards 
are the intangible human qualities 
which may have the same results. 


Physical hazards are further di- 
vided into common hazards and spe- 
cial hazards. 


Common hazards are those which 
are found in greater or less degree 
in all sorts of risks, such as lighting, 
power generation, power transmis- 
sion, heating, inflammable liquids, 
explosives, matches, smoking, venti- 
lating systems, etc. These are the fun- 
damental and elementary operations 
or objects, knowledge of which is 
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necessary as a foundation for oper- 
ating successfully the fire insurance 
business. 


Special hazards are those which 
are peculiar to special classes of risks 
such as engine testing in automobile 
factories, operation of kilns in brick 
making, compounding of chemicals in 
drug plants, disposal of sawdust in 
woodworking plants, storage of jute 
stock in cordage works, accumulation 
of dust in flour mills, drying of ma- 
terials in laundries, etc. 


These common and special hazards 
are all susceptible of inspection and 
study. Exact evaluation of their im- 
portance as causes of fires is impos- 
sible but estimates sufficiently accu- 
rate for practical purposes may he 
made on the basis of records of fire 
causes and the experience of insur- 
ance inspectors. Measures for their 


control have followed an accumula- 
tion of knowledge of their nature and 
importance. Elimination or diminu- 
tion of hazards are two important 
results of their study for insurance 
purposes. 

Moral hazards may likewise be di- 
vided into two classes, voluntary and 
involuntary. + 


Vi MLUNTARY hazards include 
the purposeful causing or in- 
creasing of fire losses, failure to take 
measures of extinguishing or pre- 
venting the spread of fires, and de- 
frauding insurers by exaggerating 
Measurement of losses from 
these hazards is impossible, since it 
would involve an accurate appraisal 
of human intentions. But proved 
cases of voluntary moral hazards have 
been sufficiently numerous and im- 
portant to show its danger to the in- 
surance business. Incendiarism and 
arson have been considered of such 
importance as causes of loss that the 
National Board of Fire Underwrit- 


losses. 
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ers has long maintained a special de- 
partment devoted to their detection 
and to the prosecution of their au- 
thors. The 1936 report of the Board 
shows that, during the last eight 
years, they have caused 8,095 arrests 
to be made as a result of which 3,506 
convictions have been obtained. The 
extent to which crime and fraud have 
gone undetected or unpunished is a 
matter for speculation. Much care is 
taken to avoid granting insurance 
protection to persons who have had 
suspicious fires or whose claims for 
losses have been questionable.’ 


NVOLUNTARY moral hazards 

are those intangible elements in 
human character and skill which do 
not reflect on the honesty of the per- 
sons involved but which are never- 
theless potent in their effect on fire 
incompetent 
management, lack of interest; all of 
these are reflected in the volume of 
losses paid by insurance companies. 
To some extent these qualities are 
indicated by tangible evidence. In- 
spection of a risk soon shows wheth- 
er the owner is careless in the dis- 
posal of dangerous substances, 
whether means of preventing fire are 
kept in good order, and in general 
what his attitude is toward practices 
having a bearing on the occurrence 
and spread of fire. Inspection of his 
financial statement, and knowledge of 
general conditions in his business 
may likewise give the insurance man 
a notion of whether the occurrence 
of a fire would be a solution of busi- 
ness difficulties. For a man may re- 
lax his interest in fire prevention 
without any conscious purpose to 
bring about a fire loss. 


losses. Carelessness, 


Varying degrees of moral hazard 
are known to be characteristics of 
types of business, localities, and na- 
tionalities. Such factors in fire haz- 
ard are not capable of exact measure- 
ment, could perhaps not be proved in 
court, but they are none the less im- 
portant in the conduct of the busi- 
ness. 

These various hazards caused 
losses of $293,000,000! in 1936. The 
largest aggregate loss occurred in 
1926 when $562,000,000 of value was 
destroyed. Losses rose steadily from 
the 1920 figure of $448,000,000 to 
the 1926 peak, decreased to $459,- 
000,000 in 1929, increased to $502,- 
000,000 in 1930, and then rapidly de- 
creased to $259,000,000 in 1935. 

* Two extremely interesting reports of the oper- 
itions of arson rings are to be found in Kaplan and 
Berger, “The Dachis Case,”” and Dearden, ‘The 
Fire Raisers.” 

‘Round figures will be used for purposes of clar- 


ity; they are based on estimates of the National 
Board of Fire Underwriters 
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The burning ratio (per cent losses 
paid to risks written) experienced by 
stock companies? followed much the 
same trends although its highest 
point, .61, was reached in 1921. Com- 
mencing at .54 in 1924, it gradually 
dropped to .41 in 1929, peaked at .48 
in 1930, and then dropped precipi- 
tously to .24 in 1935*. The following 
chart shows the relationship of these 


continues. The increase in aggregate 
losses in 1936 to the largest figure 
since 1932 may be the first sign of 
that reversal. 

Accurate prophecy of fire losses is 
made extremely difficult by the varied 
and changing nature of the hazards 
involved, and by the conflagration 
hazard, which, while not of the same 
importance as formerly, is still to be 
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two sets of figures from year to year. 
The changes in aggregate losses 
might be explained in some measure 
by shifts in the amount of property 
exposed to loss, but the variations in 
the burning ratio are indicative of 
changes in hazards. They are not 
precise indications since they deal 
only with insured property, and since 
they are not based on strictly com- 
parable figures, but they may be ac- 
cepted as approximately correct. 


NSURANCE men are particular- 
ly interested in long-term re- 
sults. They know that low losses 
often reflect temporary conditions, 
and that increases may be expected 
after a very low point has been 
reached. Lut some among them, like 
the speculators of 1929, seek reasons 
for believing that we are in a new 
era, that the combination of circum- 
stances which has resulted in an un- 
precedentedly low ratio is permanent. 
They bring to bear arguments based 
on improved construction, better fire 
departments, more lenient laws per- 
mitting reorganizations to avoid old- 
fashioned bankruptcies. In _ rebuttal 
it is pointed out that burning ratios 
have decreased before, that in the 
most recent years incentives to moral- 
hazard fires have been less effective, 
that industrial activity has been at a 
low ebb, and that a reversal of form 
may be expected if general recovery 
“From “Fire Insurance by States.” 
®The ratio for 1936 is not available. 





reckoned with. It seems fairly clear 
that the tendency of the burning ratio 
is downward but it is also clear that 
the steep slope of the 1930-1935 sec- 
tion of the curve is abnormal. 


It is often not realized to how 
great an extent the fire hazard is re- 
lated to other hazards. It has been 
stated that the fire loss in Cincin- 
nati during the recent flood equalled 
its total loss fer the preceding five 
years. QOil tanks were dislodged, 
floating oil presented a serious men- 
ace, the water supply for automatic 
sprinklers was cut off, and operations 
of the fire department were hampered. 
[’xplosions, riots and earthquakes 
carry with them serious fire hazards, 
and like floods interfere with the 
proper operation of devices for fire 
extinguishment. 


New processes and new materials 
frequently bring increased fire haz- 
ard with them. The development of 
pyroxylin lacquers was accompanied 
by a serious hazard; it was responsi- 
ble for one Detroit fire which resulted 
in a loss of considerably over $2, 
000,000. Certain methods of protec- 
tion against termites involve the use 
of inflammable liquids which are in- 
jected into the framework of a build- 
ing. Oil burners for domestic heat- 
ing present new possibilities of com- 
bustion. To be sure, methods of pre- 
vention are rapidly devised to offset 
these new hazards, but often the need 
for prevention is realized only after 
a serious fire has occurred. 
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UCH satisfaction is felt in the 

progress of “fire-proof,” more 
properly called “fire-resistive,” con- 
struction. Great advances have been 
made, but no construction has been 
devised which is immune to damage 
by fire. There are many materials 
which are not inflammable, but the 
value of which may be wholly or par- 
tially destroyed by intense heat. In 
1929 the wooden scaffolding being 
used in the construction of the River- 
side Church in New York was de- 
stroyed by fire. Its value was rela- 
tively small, but the intense heat gen- 
erated destroyed the value of expen- 
sive ornamental stonework through 
cracking and spalling, and weakened 
steel framework, necessitating repairs 
which carried the loss to over $1,- 
800,000. In 1934 a fire broke out in 
a department store in Birmingham, 
consisting of two communicating sec- 
tions, one of fire-resistive construc- 
tion, the other of brick joisted con- 
struction. The basement was common 
to both sections. The entire store 
was destroyed with a loss of about 
$1,000,000. 

The inflammable contents of “fire- 
proof” structures are often, when ig- 
nited, in greater danger than they 
would be elsewhere. The fire will be 
confined and access to it made diffi- 
cult by the construction which itself 
resists attack from fire. The extreme 
heat generated by contents fires may 
result in turn in serious damage to 
the building. , 

One frequently finds examples of 
inadequate insurance based on the 
conviction of owners that only a cer- 
tain percentage of the value of their 
property is subject to loss by fire. In 
1929 a plant manufacturing metal 
products by non-hazardous processes 
and valued at approximately $400,- 
000 was practically destroyed by fire, 
the loss being placed at $385,000. 
Only $200,000 of insurance was car- 
ried on the theory, stated by the 
President, that he could not conceive 
of any loss to exceed that amount. 
The Harahan Bridge, a steel struc- 
ture carrying vehicular and railroad 
traffic across the Mississippi, was 
built in 1916 at a cost of approximate- 
ly $3,500,000, and insured for $125,- 
000. The only inflammable material 
consisted of flooring and ties. A fire 
which occurred in 1928 damaged the 
railroad section alone to the extent 
of some $200,000, a figure which 
takes no account of loss due to in- 
terruption of traffic. 

ee @ ® 


Hk fire hazard to which a 
building is subject is not deter- 
minable by consideration merely of 
the risk by itself. Surrounding cir- 
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cumstances, permanent and transient, 
are important. One of the contribut- 
ing causes to the spread of the Coney 
Island conflagration of 1932 was in- 
terference with the work of the fire 
department by parked automobiles 
and by street traffic. Exposure fires 
may damage the best-constructed of 
buildings. The Birmingham fire cited 
above spread through open windows 
and even closed wire-glass windows, 
and caused heavy damage to the in- 
teriors of adjacent fire-resistive build- 
ings. Fire underwriters in New York 
were worried in 1922 by the coal 
shortage. It was feared that prop- 
erty owners would use makeshift and 
hazardous methods of heating, and 
that in inadequately heated buildings 
sprinkler systems might freeze or be 
turned off to prevent freezing. 

Complete treatment of the subject 
of fire hazard is impossible in the 
space here available but it is hoped 
that enough has been said to indicate 
its importance in the economic 
scheme, and to show that practically 
no property may be considered free 
from fire danger. 

In spite of the diverse and unfore- 
seen causes of fire and the compli- 
cated conditions which may foster its 
origin and spread, the loss over a 
considerable period of time and over 
a wide area is sufficiently predictable 
to make insurance against it a prac- 
ticable enterprise. But it is practica- 
ble only if ample surplus is accumu- 
lated to care for years of unusually 
large losses. The accumulation of 
such surplus rests in turn on collec- 
tion of rates which are adequate to 
cover the average losses of a period 
of, say, ten years. One of the great- 
est dangers to the business of fire in- 
surance is a period of abnormally 
low losses resulting in pressure for 
reduced rates and speculative under- 
writing. 








Jamestown Mutual En- 
larges Offices 


\ NEW THREE-STORY ADDITION TO 
ITS HOME OFFICE BUILDING AT JAMES- 
town, N. Y., has been occupied this 
month by the Jamestown Mutual In- 
surance Company. The building, of 
fireproof construction throughout, 
was made necessary by the require- 
ment for further space to house the 
company’s expanding activities. 

The construction is entirely mod- 
ern, combining as it does attractive- 
ness with utility. Walls are of glazed 
brick tile and! glass brick, floors of 
terrazzo, the acoustone ceilings pro- 
vide sound-proofing, and_ heating 
cabinets are recessed. In laying the 
foundation provision was made for 





April, 1937—15 


adding up to four additional floors to 
the structure, as future needs require. 


American Management 
. 4 
Association Meets 
May 24-25 

THE PROGRAM FOR THE CONFER- 
ENCE OF THE INSURANCE DIVISION OF 
the American Management Associa- 
tion which holds its annual meeting 
at the Chalfonte-Haddon Hall, Atlan- 
tic City on May 24-25, was recently 
announced by program chairman, 
H. L. Stone. 

At the opening session on May 24th 
the conference will hear a discussion 
of “Indemnification for Automobile 
Accidents’’ and ‘‘Consequential 
Losses.” 

The last day of the conference will 
be given over entirely to examination 
of insurance management, during 
which the viewpoints of the business 
executive, the producer and the in- 
surance manager will be presented. 
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N.F.P.A. Meeting 
May 10-14 


ONE OF THE MOST COMPREHENSIVE 
PROGRAMS EVER PRESENTED BY THE 
organization will be offered at the 
41st annual meeting of the National 
Fire Protection Association, sched- 
uled to be held in Chicago, May 10-14. 
During the five-day session, which 
will also see the election of officers 
and directors for the coming year, 
numerous aspects of the fire preven- 
tion and control problem will be dis- 
cussed by experts in the various lines. 

The officers nominated for election 
include George W. Elliott, Philadel- 
phia, president ; Samuel D. McComb, 
New York, and Alvah R. Small, 
Chicago, vice-presidents ; Franklin H. 
Wentworth, Boston, secretary-treas- 
urer and managing director; and 
Albert T. Bell, Atlantic City, chair- 
man of the board of directors. Nomi- 
nated for directors for the three-year 
term are Eugene Arms, Chicago; 
W. E. Mallalieu, New York; H. T. 
Cartlidge, New York; A. O. Dawson, 
Montreal; and S. L. Nicholson, New 
York. Nominated to fill vacancies 
are Hovey T. Freeman, Providence, 
and David V. Stroop, New York. 

The control of arson will be the 
keynote of the session of the Fire 
Marshals’ section, which will be the 
first meeting held. Collection of arson 
evidence, control of public adjusters, 
the use of the lie detector, and the in- 
vestigation of arson cases will be 
among the topics discussed. 
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An Analysis Of 
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“Insurance. And 


Mf 7 4l 
Insurance Corporation 


REPRINTED FROM COLUMBIA LAW REVIEW * 


P pos the definitions of in- 
surance used by the courts are 
varied and the term is some- 

times loosely used, it appears that the 
basic idea of insurance is that of a 
device whereby a number of people 
exposed to the same risk of loss com- 
bine to indemnify those visited with 
the loss. It thus involves the substi- 
tution of known small payments for 
uncertain large losses, but it is not 
merely that; it is a risk distributing 
and not a risk shifting device. 

In general, the elements essential 
to make a contract one of insurance 
are as follows: (1) there must be a 
risk of economic loss to the promisee 
(a) which exists prior to and inde- 
pendently of the contract, generally 
termed “insurable interest,” (b) is 
outside the control of either party, 
and (c) is of such a kind that the 
losses may be distributed among a 
number of those who are subject to 
them. (2) This risk must be assumed 
by the promisor. (3) The contract 
must be part of a plan purporting to 
distribute the cost of the loss among 
a group exposed to similar risks. Two 
qualifications must be added: First, 
where the economic loss is not capa- 
ble of precise ascertainment, as in life 
insurance, the parties must set an ar- 
bitrary amount as the extent to which 
the promisee or his beneficiaries will 
be indemnified. Secondly, the legis- 
lature may order certain contracts to 
be treated as insurance although they 
are not properly such. Thus the pur- 
chase of an annuity is put under reg- 
ulation as insurance because it 
creates a fund in the hands of a com- 
pany from which disbursements must 
be made to a number of people, who 
need statutory safeguards for their 
protection against the company’s in- 
ability to pay. 


Actions Under State Regulatory Laws 


HE most familiar purpose for 

which the courts must determine 
what constitutes doing the business 
of insurance is that of amenability to 
state regulatory laws. The question 
may arise upon suit brought by the 
state, whether quo warranto, criminal 
prosecution, or action for statutory 
penalty, or upon the company’s peti- 
tion for mandamus or injunction. 


* Bibliography and citations for the above article 
have been omitted in this reprint. These may be 


found in Vol. 36, Number 3, March 1936 issue of 
the Columbia Law Review, pp. 456-472. 


Several tests are available for the pur- 
pose of classifying the company. It is 
proposed at this point to describe 
these tests generally, and to indicate 
within this section their value with 
respect to the inquiry into susceptibil- 
ity to regulatory measures. 

3y the so-called charter test is 
meant the determination of the nature 
of the company solely by looking at 
the powers expressed in the charter. 
It does not include the examination 
of the charter to discover if the ac- 
tivities are ultra vires, or to see if 
the activities amount to a variance 
from the object expressed in the char- 
ter. The charter test is of no use in 
determining whether a company is 
subject to insurance regulation, be- 
cause effective regulation demands 
forfeiture of the charter, or else 
amendment and compliance with the 
statutes, upon the discovery of ultra 
vires acts constituting insurance. 

Under the classification test the 
court ascertains whether the corpora- 
tion is an insurance company, or a 
particular kind of insurance company, 
by looking to the law under which it 
was incorporated. It is presumed 
that a company contemplating insur- 
ance activities will not be allowed to 
organize under any other than the in- 
surance law, and also that the laws 
will be enforced so that no company 
can for an appreciable length of time 
carry on insurance business without 
complying therewith. If a corpora- 
tion is organized in one state and ad- 
mitted to do business in another, the 
courts of the latter state will look to 
the classification which was employed 
for purposes of determining the con- 
ditions of admission. But the classi- 
fication test is clearly wanting in 
utility where the very purpose of the 
proceeding is to determine when the 
law under which the company is 
classified or under which it is admit- 
ted to do business is the correct one. 
Moreover the use of the classifica- 
tion test in such cases would result in 
the emasculation of the regulatory 
system by evasions. 

The activities test comprehends an 
examination by the court of the ac- 
tivities of the company to see whether 
they comply with the court’s notion 
of insurance or some common law or 
statutory definition. This is the test 
which is followed by the courts in the 
cases involving state regulatory laws. 





In holding it not to be insurance the 
court generally specifies which of the 
requisite elements is lacking; how- 
ever, since the definitions of insur- 
ance used are often broad enough to 
include warranty and surety within 
their scope, it is regrettable that the 
decisions deeming a certain transac- 
tion to be insurance frequently 
amount to no more than a statement 
that the transaction is within the defi- 
nition, and thus shed no light upon 
the activities which the court consid- 
ers essential to insurance. 


The business “activities” presented 
to the court for inspection resolve 
into two main categories. One class 
of cases arises where a company pro- 
motes a device involving insurance 
to increase its business. Thus under- 
takers who promote burial associa- 
tions encounter the necessity of con- 
forming with the insurance laws, as 
do those vendors who attempt to in- 
crease sales of merchandise by includ- 
ing with the sale a promise of 
indemnity virtually amounting to in- 
surance. If it can be shown that the 
company is making no profit, how- 
ever, it may be termed not an insur- 
ance company and escape regulation. 


In a second class of cases, where 
there is an attempt to use subterfuges 
to cloak actual insurance transactions, 
the courts will readily discard the 
form and scrutinize the substance of 
the transaction, holding it subject to 
the state regulatory laws. The dis- 
guises take such forms as agreements 
giving the promisee an option to sell 
to the promisor, and agreements 
to build houses or to perform serv- 
ices. In the last situation, a problem 
is raised by the Physicians’ Defense 
cases, where the agreement was to 
defend malpractice suits brought 
against the promisees. If the loss be 
considered the necessity of paying 
the judgment, then the purpose of 
the contract is to avoid the loss, and 
it is not insurance. If the contract 
be construed as protecting against the 
risk of paying counsel fees, the trans- 
action might properly be denominated 
insurance, for it would be unduly 
legalistic to say that the promisee had 
control over the risk. 

Although the transaction is found 
to constitute insurance, it may never- 
theless not be subject to regulation 
because (1) it is a single transaction 
and not a course of business, (2) it is 
of a special nature not covered by the 
statutes, or (3) the company is not 
organized for commercial profit. 

Since the objects of insurance reg- 
ulation are mainly to protect the 
promisee against the promisor’s in- 
ability to pay upon the happening of 
the contingent event, it would seem 
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that there is no need for regulation 
where the indemnity is in the form of 
the cancellation of an obligation, but 
neither the courts nor the legislatures 
have seen fit to make such an excep- 
tion. 


Some confusion results from the 
tendency of the courts to call the 
business not insurance if it falls with- 
out the statute, instead of saying it is 
insurance but of a type not regulated. 
This hardly leads to a practical diffi- 
culty, however, because it is as much 
the business of the administrative de- 
partments to impose regulation on an 
insurance organization previously ex- 
empted from state regulation when it 
fails to comply with the exempting 
provision, as to impose it on non-in- 
surance organizations which begin 
acts constituting insurance. 


Private Actions 

N what may be termed private ac- 

tions, as those to recover on poli- 
cies or benefit certificates, or for re- 
turn of premiums, alleging unlawful 
conduct of insurance business, or to 
recover a money judgment on the 
theory that a certain transaction is 
insurance or is not insurance, the 
scope of the term insurance becomes 
somewhat expanded because of the 
courts’ leaning toward allowing the 
individual to recover against the or- 
ganization in the particular case, and 
the uniformity which is a considera- 
tion in determining amenability to 
regulation is not involved. Thus a 
Pennsylvania court has held an asso- 
ciation to be an insurance company 
for the purpose of applying the statu- 
tory rule that suicide is unavailable as 
a defense on the policy, distinguishing 
its former decisions in cases deter- 
mining the company’s amenability to 
regulatory laws holding such associa- 
tions not insurance companies. A plan 
by which employees pay back a part 
of the wages to “purchase” disability 
indemnity has been held to be insur- 
ance for the purpose of applying the 
statutory rule of punitive damages for 
mala fide non-payment, though in an 
action to enforce state regulation the 
company might well have been ex- 
empt. However, the drive in favor 
of the claimant may be offset by a 
tendency to encourage benevolent as- 
sociations, although Louisiana has 
held them subject to certain statutory 
rules applicable to insurance compa- 
nies. 

It seems clear that if a company’s 
activities constitute insurance but it is 
not subject to regulation, it should be 
bound on its promise. Likewise, if its 
noncompliance is a violation of the 
insurance laws it should still be liable, 
the violation being no ground for 
avoiding the contractual obligation. 
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On the other hand, the insurer’s fail- 
ure to comply with the statutes gives 
the insured the privilege of recover- 
ing the premium paid and cancelling 
the obligation, the issue being the 
same as if the action were brought by 
an official to enforce the laws. 
Bankruptcy Proceedings 
HERE are special instances, such 
as the bankruptcy cases, where 
the problem before the court goes not 
as much to the nature of the insur- 
ance contract as to the question of 
whether the company is to be regard- 
ed as an “insurance corporation,” and 
the method of determining it may be 
different from the process of meas- 
uring activities against the court’s 
concept of insurance. 

Section 4 of the Bankruptcy Act 
excludes “insurance corporations” 
from the operation of the Act. The 
problem as to the meaning of that 
term has recently arisen in connec- 
tion with the efforts of guaranteed 
mortgage companies in New York to 
secure reorganization under § 77B of 
the Act. The argument that the guar- 
anteeing of mortgages is not insur- 
ance was made on the basis of a dic- 
tum in People v. Title & Mortgage 
Guarantee Co. of Buffalo, but has 
been rejected on the authority of 
Bowers v. Lawyers Mortgage Co. 
While the Supreme Court’s finding 
that a mortgage guarantee company 
is an “insurance company” in the 
meaning of the Internal Revenue law 
may not be authoritative in determin- 
ing whether it is an “insurance cor- 
poration” under the Bankruptcy Act, 
its finding that the guaranteeing of 
mortgages constitutes “insurance” is 
applicable in both types of cases. 

In cases where such companies 
were organized under the New York 
Insurance Law, and insurance con- 
stituted a preponderance of their 
business, the District Courts applied 
the activities test, and declined juris- 
diction because they were “insurance 
corporations.” The Circuit Court of 
Appeals, however, in affirming the 
judgment in In re Union Guarantee 
& Mortgage Co., repudiated the ac- 
tivities test and followed the charter 
and classification tests. It indicated 
its willingness to follow state classi- 
fication even if the company were er- 
roneously permitted to incorporate 
under the Insurance Law. Whether 
the classification test would be 
scrupulously followed where the in- 
surance is only an incidental part of 
the company’s activities remains un- 
settled. 

In In re Prudence Co., where a 
minor part of the company’s business 
was insurance done intra vires, the 
District Court followed the activities 
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test in holding it not an insurance 
corporation. The Circuit Court of 
Appeals, in affirming, emphasized the 
state classification, but took the com- 
pany’s activities into account to the 
extent of noting that insurance was 
incidental to its principal business. 
Here again it is unsettled whether the 
classification test will be applied 
where insurance activities prepond- 
erate. 

The legislature of New York in 
1933 characterized title and mortgage 
guaranty corporations and investment 
companies, whether organized under 
the Insurance or the Banking Laws, 
as “guaranty corporations” and de- 
clared them to be subject to the state 
administrative departments and not 
amenable to the Bankruptcy Act. In 
the Prudence case, however, the court 
regarded this declaration by the state 
as “brutum fulmen” because the Bank- 
ruptcy Act did not except this class. 
The court might well have viewed 
this law as an express state classifi- 
cation of these companies as within 
the Bankruptcy Act exception for in- 
surance corporations, and have fol- 
lowed this classification under its rule 
in the Union Guarantee & Mortgage 
case. 

Since insurance corporations are 
excluded from the Bankruptcy Act 
because their quasi-public nature has 
given rise to state regulatory systems 
under which their affairs can be more 
adequately handled, much can be said 
for a criterion based on whether the 
company is subject to that control,— 
i.e. the classification test. Moreover, 
the activities test of amenability to 
the Bankruptcy Act of 1898 was re- 
pudiated by the amendment of 1910. 
The charter test is unsatisfactory be- 
cause of the possibility of long unex- 
ercised insurance powers, it seems 
clear, however, that ultra vires insur- 
ance acts cannot take a corporation 
out of the purview of the Bankruptcy 
Act. Since it is difficult for the insur- 
ance department of one state to han- 
dle the liquidation of a delinquent 
company which operated on a large 
scale in many states, it has been sug- 
gested that a congressional enactment 
put such companies under the federal 
bankruptcy jurisdiction with the state 
superintendent of insurance as the 
principal administrative officer. 

Taxation Cases 
HE taxation cases present an- 
other instance raising the problem 
as to what is an “insurance com- 
pany.” Thus under the federal law 
an “insurance company” is subject 
to an income tax and is entitled to an 
exemption from the capital stock tax. 
The Supreme Court, in United States 
v. Cambridge Loan & Bldg. Co., has 
(Continued on Page 25) 
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Glen Cove Mutual Celebrates 
Hundredth Anniversary 


HIS month we salute another 

of the pioneers in the field of 

mutual insurance — the Glen 
Cove Mutual Insurance Company ot 
Glen Cove, N. Y.—which on March 
29 celebrated its hundredth anniver- 
sary. 

It was a serious group of Glen Cove 
farmers and business men that met 
February 6, 1836 to discuss the great 
fire of New York City which had de- 
stroyed seven hundred buildings and 
had resulted in $18,000,000 damage 
to the growing city. 

The fire, which had raged from De- 
cember 16 to December 20, 1835, had 
wiped out the establishments of one 
thousand business houses and had 
thrown four thousand clerks and of- 
fice employees in the Wall Street dis- 
trict out of work. It was a serious 
situation, made doubly so by the fact 
that fourteen out of twenty-five in- 
surance companies were in financial 
difficulties as a result of fire losses. 
The news shocked the Glen Cove men 

most of them conservative Quakers 

into the realization that fire might 
ruin their homes, farms, and places 
of business, the meeting having been 
called for the purpose of discussing 
the formation of a mutual insurance 
company. 

This was the first step in the for- 
mation of the Glen Cove Mutual. An- 
other meeting was held on August 
18 of the same year, at which time 
the company was organized. A few 
days later, at the first meeting of the 
Board of Directors, Dr. James C. 
Townsend, a well-known physician, 
was elected president, a post he held 
until his death on October 30, 1882 
The directors elected Ellwood Valen- 
tine as secretary and treasurer, and 
named Joshua Wright, Mr. Valen- 
tine, John D. Feeks and William M. 
Weeks as a committee to draft by- 
laws. 

lire insurance was a new field to 
these Quakers, whose daily business 
life was far removed from actuarial 
work and rate tables, yet a perusal of 
the minutes of the early years of the 
company shows they proceeded with 
their usual caution and business abil- 
ity. 

They followed rather closely the 
rating of the Westchester Mutual In- 
surance Company, formed the year 
before, and demanded the usual 
promisory notes from each policy- 
holder. The amount was equivalent 
to twenty times the premium, and 


this was kept as a “credit balance.” 
As profits or losses of the company 
resulted, they were figured against 
the policyholder’s credit balance. 
When this balance equalled four times 
the amount of the premium, the pol- 
icyholder was given a free premium 
for the current year. This system was 
maintained until shortly after the turn 
of the century when the cash divi- 
dend plan was substituted. 


KING a director of the new com- 

pany was not just a matter of 
attending the yearly meetings, listen- 
ing to reports, and collecting a fee. 
The directors were in reality the first 
agents of the company. They ac- 
cepted insurance and reported on the 
risks. As the mutual’s charter gave 
the right to insure in Queens County, 
which then included what is now 
Nassau, the directors were chosen 
from all sections so they might take 
care of the insurance work. 

It was almost a year after the 
organization of the company before 
a loss was paid. Singleton Mitchell, 
one of the directors, filed a claim for 
fire damage to his property and col- 
lected the munificent sum of $8.00. 

In 1839 the President, Dr. Town- 
send, was required by the Board of 
Directors to travel once every three 
months to Jericho, Hempsted, Man- 
hasset and Flushing “for the purpose 
of receiving applications for insur- 
ance.” A notice of his attendance 
was published in two of the county 
papers and in handbills which were 
distributed. His expenses for hiring 
a horse and wagon for such trips 
were paid by the company. 

In 1841 the directors ordered a 
survey, by a committee of two, of all 
property the company insured. The 
committee was to “ascertain the risk, 
the intrinsic value of every building, 
and the average value of its contents 
—and furthermore to examine 
very particularly the manner in 
which stovepipes are conducted 
through the house and the method of 
keeping ashes.” 

By 1842, the company was making 
its first move in the development of 
the able fire prevention services it 
renders today. The directors again 
appointed a committee—this time one 
of three—to “‘institute investigations 
relative to the most approved mode 
of constructing and erecting lightning 





rods and the reduction of premiums 
which should be allowed on such 
buildings as have appropriate rods.” 
This group reported at the 1843 an- 
nual meeting, suggesting a reduction 
of 12\%c in premium per $100 of in- 
surance for property so equipped. 


ESPITE the fact that the com- 

pany was launched in 1837, a 
year of financial panic which had 
forced the closing of many banks and 
had brought unemployment to thou- 
sands, its Quaker organizers contin- 
ued to build the company. By Jan- 
uary 1, 1851, the company had some 
2,000 policies in force, with total 
risks of $2,478,490 and with a sur- 
plus of $10,000 on hand. In the next 
half century the company continued 
to grow rapidly despite the Civil War 
and its aftermath. By 1898 it had 
$8,870,535 of property insured; by 
1911 it had $10,645,394; by 1915 it 
had $15,139,757. Today it has over 
$40,000,000 of insurable property on 
its books. It has weathered the finan- 
cial storms of 1837, 1893 and 1907 
and has emerged stronger than ever. 
All of this expansion was accompa- 
nied by necessary changes in the 
company’s original charter, which 
first was amended to include Suffolk 
County, then the entire state, and 
later, June 25, 1917, other states. The 
company now does business in fif- 
teen states and the District of Co- 
lumbia. 


The first office of the Glen Cove 
Mutual Insurance Company was in 
the home of one of the organizers. 
The regular offices were opened later, 
and the company remained at the 
same site until 1895, when a tract of 
land was purchased and the present 
three story office building erected. 

Since its founding in 1837, the 
company, which became a part of the 
James S. Kemper organization in 
1933, has written net premiums of 
$6,162,581, and paid in losses and 
dividends $3,546,697 to its policy- 
holders. It offers coverage for fire, 
windstorm, use and _ occupancy, 
sprinkler leakage, rents, smoke dam- 
age and automobile fire, theft and 
collision. 


All of this is a far cry from the 
meeting in 1836 when the company 
was organized, but the mutual would 
please its Quaker founders, for it can 
look back upon an honorable history 
of economical and equitable service, 
confident that the future holds prom- 
ise of even greater success under its 
motto of “Help One Another,” which 
is inscribed on all policies. 
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Thorough Investigation of the Ruins by the Fire Department Makes the Task of the Arsonist a Difficult one. 


TWO ERAS OF ARSON FOR INSURANCE 


tator upon the passing scene 

gets around to the subject of 
crime, concludes that it is undesirable, 
and delivers himself of divers more 
or less interesting observations upon 
its prevalence, causes, and cure. 

The remedies suggested range from 
a surgical application of the theories 
of eugenics up to revolutionary 
changes in kindergarten pedagogy. 
The causes to which the increase in 
crime is ascribed range from the so- 
cial breakdowns engendered by the 
world war and by prohibition up to 
the economic problems rising out of 
the depression. 

But however varied the approaches, 
commentators great and small build 
upon an identical assumption—that 
in the pre-war period commonly 
known as “the good old days” the 
citizens of the United States lived in 
a crimeless paradise the like of which 
will never be seen again, 

That certain types of crime have 
increased appallingly in recent years 
is not open to question, for criminals 
have been more than ingenious in dis- 
covering the chinks in the modern 


S YONER or later every commen- 


By EDGAR Y. CABOT 


social structure, and in improving 
their methods of taking advantage of 
them. But that in some other lines 
of criminal endeavor the preventive 
and investigative methods adopted in 
recent years have had a powerful de- 
terrent effect, even though the im- 
provement has not shown up statis- 
tically in records of convictions and 
commitments, is the considered opin- 
ion of many who have given the 
matter considerable study. 

The one line with which this ar- 
ticle proposes to concern itself is ar- 
son, of the common type which has 
the defrauding of a fire insurance 
company as its inspiration. 

There can be no gainsaying the 
fact that arson is of serious concern 
to both the authorities and the insur- 
ance companies. Not only is its ag- 
gregate annual financial cost consid- 
erable to every property-owner who 
pays insurance premiums and _ sup- 
ports fire-fighting organizations, but 
its commission almost invariably in- 
volves the property and lives of in- 
nocent citizens in great danger. 


ERTAINLY few crimes have 
had better reason to flourish 
during the present generation than 
arson for insurance. The carrying of 
fire insurance protection has become 
much* more general during the past 
twenty-five years, with premiums 
having increased from $375,000,000 
to $900,000,000 among American fire 
insurance companies, and heavier 
concentrations of values are involved. 
Iconomic conditions have driven 
close to desperation many members 
of the class most likely to succumb to 
the temptation of arson—the small 
business man. The crime looks easy 
and profitable enough to attract the 
attention of criminals who have been 
forced by the repeal of prohibition 
into employments less lucrative than 
those to which they had become ac- 
customed. And advances in scientific 
knowledge have made available to the 
arsonist methods and materials for 
setting fires which were not at the 
command of his predecessors. 
Insurance companies have opposed 
these influences in several ways. The 
stock fire insurance companies have 
joined forces to hire trained investi- 
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gators for the probing of suspicious 
fires; the mutual fire insurance com- 
panies have retained similar investi- 
gators, and have made _ inspection 
standards on the risks they cover 
very strict as a move to limit the op- 
portunities for profit through arson. 
A model arson law has been spon- 
sored, aimed to make punishment 
more certain. Cooperation has been 
given in improving the departments 
headed by state fire marshals. And 
that public opinion, once in covert 
sympathy with the defrauder of any 
large insurance company, has turned 
against the arsonist is reflected in the 
current eagerness of the authorities 
to apprehend this type of criminal. 

Sut in spite of all these efforts, any- 
one close to the subject knows that 
there is still a great deal of arson in 
the United States. Estimates place 
it at all the way from a conservative 
10% of the fire loss total up to the 
50%, which some insist is correct. 
Insurance underwriters consider ar- 
son one element in the risk known as 
“moral hazard’’—the possibility of fi- 
nancial gain through a fire, which in- 
cludes negligence and carelessness— 
and they figure moral hazard as re- 
sponsible for possibly one-third of the 
annual fire loss. 

The question is: do present-day 
precautions against the success of ar- 
son for insurance keep the total be- 
low what it would be under the slip- 
shod methods of a generation ago, or 
are all these efforts fruitless ? 


An examination of the statistics for 
arson convictions would lead to the 
conclusion that enforcement is not 
very effective. One of the leading 
investigative organizations for the in- 
surance companies aided in securing, 
in the entire United States, 379 arson 
convictions in 1935, and its agents 
looked into a fairly large percentage 
of the obviously suspicious fires. 


1. gto ca dealing with the 
number of persons serving prison 
sentences for arson give little more 
encouragement. The writer recently 
secured from nineteen representative 
state penitentiaries information upon 
the number of inmate incendia- 
ries. There were 209, less than 1% 
of the prison population. The per- 
centage of arsonists on state penal 
farms, and in reformatories, was 
lower. The number of women pris- 
oners committed for arson was neg- 
ligible. 

State prisons from which up-to- 
date reports were received show the 
following numbers of arsonists serv- 
ing time: 
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California (San Quentin)... 24 
ENED a. bois elec ica 17 
IE Sais 5 Bx sca ce shee 17 
a re 15 
EE cntavnhceeceu kes 15 
ERE see ee 15 
ree hart lato ns ors coe | Y- 
8 Ba ee 12 
RE rede 9 
PMI 5 a Sore tae elevle oe 8 
MOI Ser fits se, < chal eho vj 
Sotin Dakota ... 26 6is sss 5 
CmmmeCHee .4 Sed olds ces 5 
ONO, 6s cca ialsiw ete sievwces 4 
MC 8 ol 3 
Ne Pat tals 2a cigs’ 2 
New Hampshire .......... 2 
New MGHICO . «2.066.008 0 


Offhand it would seem that not 
much ground has been gained in the 
fight against the burning of property 
for insurance. But, as was noted 
above, the statistical picture does not 
tell the whole story. The most im- 
portant aim in any program of arson 
control is the deterring, by the threat 
of probable punishment, of the ama- 
teur who is contemplating arson as a 
method of “selling his business to the 
insurance company.” It is a factor 
not susceptible of measurement by 
any statistical formula; it is only by 
comparison with the picture of the 
conditions which existed before en- 
forcement became conscientious that 
any idea of the asserted improvement 
can be gained. 


ORTUNATELY, what is per- 

haps the most thorough investiga- 
tion of the subject of arson on record 
was made just twenty-five years ago 
by Arthur E. McFarlane for Col- 
lier’s Magazine. Commissioned to 
uncover the truth about arson, invest- 
igator McFarlane sspent the better 
part of a year in painstaking inter- 
views. At the end of that time he 
dipped his pen in the acid of his com- 
piled facts, and early in 1913 a se- 
ries of articles began to appear in 
Collier’s which soon had authorities 
and the officials of the large stock fire 
insurance companies squirming un- 
easily in their cushioned chairs. 

He stated flatly that the stock fire 
insurance companies so conducted 
their business that they desired fires, 
and profited by their frequency. He 
blamed the greed of their agents to 
earn commissions for the overinsur- 
ance of property which tempted the 
insured to arson. 

That he minced no words in setting 
down the results of his investigation 
may be gathered from the following 
excerpt, one of the gentler thrusts 
which he levelled at the insurance 
business : 








“All our powerful stock fire insur- 
ance companies must and do gain by 
fires. 

“There are two kinds of insurance 
—mutual and stock. 

“The mutual company is a group 
of individuals who are insuring them- 
selves and each other. In such an ar- 
rangement there cannot possibly be 
any profits. When a fire loss comes, 
all must assess themselves to pay it. 
Therefore every mutual company is 
a natural protector from fires. 

“But nine-tenths of all fire insur- 
ance sold in America is sold by stock 
companies... . « And with them the 
case is far different. 

“Every stock fire insurance com- 
pany is, in essence, a group of indi- 
viduals who, as contributors of so 
many thousands of dollars apiece, 
have set up a kind of gambling bank. 

“So to describe it is neither fanciful 
nor gratuitously insulting. You will 
find substantially the same compari- 
son in Hadley’s ‘Economics, and in 
the monumental volumes of Schling 
and Schonberg, or Say and Berdez. 

“With $200,000 or $500,000 or 
$1,000,000 the organizers of a stock 
fire insurance company set up their 
‘bank’ And they announce them- 
selves prepared to bet the owner of 
insurable property that within one 
year or two or three he «il not have 
a fire. The presumption is that he is 
honest, and will himself do all he can 
to prevent the fire; but, despite that, 
it may come. The company lays odds 
of 50 or 100 or 500 to 1 that it will 
not. And it makes the odds, or rates, 
so favorable to itself that even if one 
property-owner in the 50 or 100 or 
500 should have a fire, the wagers or 
premiums it has received from the 
other 49 or 99 or 499 will still leave 
it a profit. 

“But there is more than this. If the 
honest property-owner does have a 
fire, in this species of gambling he 1s 
still the loser. There must, therefore, 
be something to induce or compel him 
and his 49 or 99 or 499 fellows to 
play in the first place. The only thing 
that can furnish the compulsion is 
fire, or the danger of fire, itself. And 
it is for this reason that all well-capi- 
talized stock fire insurance companies 
must always want a certain number 
of fires to occur. 

“Every business has its own pri- 
vate business secret. This is the pri- 
vate business secret of stock fire in- 
surance. To the outsider it may seem 
an incredible paradox. But to the 
practical insurance man it is the veri- 
est commonplace. And let us turn 
once more for our testimony to fire 
insurance itself. 

“Speaking for the company, the 
fire insurance companies, said Ed- 
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ward Milligan, vice-president of the 
Phoenix of Hartford, in testifying 
recently before the Illinois Insurance 
Commission, ‘I should say that the 
reduction of the fire waste would not 
be a profitable thing. I think, Mr. 
Chairman, that as a business fire in- 
surance is conducted by companies— 
like the one I represent—with most 
satisfaction and with larger profits in 
the years when fires are plenty; a 
good number of fires means a good 
premium account.’ 

““T don’t care anything about a 
$2,500,000 or $3,000,000 fire,’ testi- 
fied Henry Evans, president of the 
Continental of New York, before the 
New York Insurance Commission. 
‘Just as soon have it as not. It would 
put so much business on my books, 
and put rates up so high, that I would 
make it up.” 


C' YLLIER’S alert investigator 
discovered many things which 
amazed him, and set them down in 
type. Nor were the magazine’s let- 
ter columns, open for defenses against 
McFarlane’s charges, crammed with 
denials. Rather the letters were large- 
ly commendatory. 

One of his charges was that the 
agents and brokers held the real con- 
trol of the fire insurance companies, 
through their power to withhold 
business from any company refusing 
to accept “rotten risks” along with 
good business. To prove that a pow- 
erful agent could get a policy on any- 
thing he took as his own an address 
—a tenement building—at which 
there had been sixteen fires within a 
few years. It was situated in a block 
on New York’s East 100th Street 
which had had 122 fires in a four- 
year period. 

The agencies to which he applied 
waxed facetious over the address, but 
within a short time he had secured 
five policies from four of the largest 
stock companies. Shortly after this 
had been published the Fire Commis- 
sioner of New York, Joseph John- 
son, wrote Collier’s to state that the 
feat bore out his own experience. He 
had sent firemen in plain clothes to 
insurance offices, and had secured 135 
policies aggregating $127,500 on the 
same collection of household goods. 
The household goods were worth 
$3.96 ! 

McFarlane charged that public ad- 
justers acting for persons who had 
had fires were able to secure outrage- 
ously excessive settlements, which in 
turn encouraged them to have more 
fires. He charged that public adjust- 
ers split fees with brokers, and often 
themselves arranged to have fires set. 
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He quoted William M. Bament, head 
of the loss department of the Home 
Insurance Company, as_ saying: 
“there are numbers of brokers who 
are making more money from fires 
than from writing insurance.” 

Other quotations could be given at 
length, but all of them pointed rather 
definitely toward his conclusion: 

That insurance companies should 
so conduct the business as to prevent 
all possible fires ; 

That more care should be taken by 
agents to avoid the over-insurance 
and rotten risks that lead to moral 
hazard losses ; 

That the public adjuster situation 
should be cleared up; 

That a more effective investigative 
system should be set up by fire mar- 
shals ; 

That the laws against arson should 
be strengthened. 





Youthful Arsonists Few 


Constant complaint of law- 
enforcement agencies is that 
America’s criminals are be- 
coming younger and young- 
er, so that the average of- 
fender is hardly more than a 
boy. That the crime of arson 
is not one of irresponsible 
youth is indicated by the fol- 
lowing tabulation of the ages 
and sentences of the twelve 
men now serving time for ar- 
son in the New Jersey State 
Prison. Their average age is 
41; only one is under 30. He 
is No. 12, whose crime was 
arson and murder. The tabu- 
lation was furnished by Emil 
Frankel, director of the di- 
vision of statistics and re- 
search of the New Jersey 
State Department of Institu- 
tions and Agencies. 


No. Age Sentence 
| eee ae 5-7 years 
a eee 10-12 years 
| eee: ee 5-7 years 
eee oe 2-3 years 
— ee AEE 8-10 years 
re | ee 8-12 years 
ee es sv 5-15 years 
Tr Se 14-15 years 
ee eee 5-7 years 
ae 5-7 years 
. are eee 7-10 years 
Beste. are 20-30 years 
and life 











” the twenty-five years that have 
passed there has doubtless been 
improvement along all of these lines. 
The mutual companies, which have 
grown greatly in importance in the 
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last ten to twenty years, have not re- 
laxed their vigilance in the matter of 
fire protection. The stock fire com- 
panies no longer openly welcome 
fires ; it might be difficult to find exec- 
utives who would make statements 
for the record like those of Milligan 
and Evans. 

All companies watch more closely 
the loss records of agents and brok- 
ers, and these members of the insur- 
ance fraternity are consequently more 
careful about the type of business 
they write. 

Most companies are at pains to in- 
form their policyholders that they 
need no public adjuster to represent 
them in their dealings with the com- 
pany, that they will be treated fairly 
without going to any expense. 

Fire marshals have become keen 
investigators, with more knowledge 
of the tricks of the arson trade than 
any of its practitioners, and the bet- 
ter ones are painstaking in the ex- 
treme in their investigation of any 
fire which has a suspicious odor. 

The model arson law has been 
adopted in many states, and has 
proved a fairly effective weapon when 
proper evidence is available. 

That the number of convictions for 
arson is not greater can be ascribed 
to the fact that arson is the most 
secret of crimes, often possible of 
commission without an accomplice, 
and one in which all evidence is fre- 
quently consumed. But that the cur- 
rent situation is not out of control, 
as it obviously was at the time of Mc- 
l‘arlane’s investigation, and that the 
authorities and the insurance compa- 
nies are fighting it vigorously, is ap- 
parent to any fair-minded investigator 
today. 

It is,true that it may not always 
be possible to secure, in a case of 
suspected arson, sufficient evidence 
to result in a conviction. But most 
investigators agree that the mere fact 
that the causes of fire are being 
probed into by experts has a salutary 
deterrent effect. 

The broad objective of any cam- 
paign against moral hazard fires must 
be the deterring of the amateur who 
is contemplating the burning of his 
property for insurance as a way out 
of financial difficulties. Professional 
arson rings are not as numerous as 
is supposed, and even they must hire 
themselves out to amateurs if they 
are to operate at a profit. And the 
man who commits arson today—if he 
first takes the trouble to learn how 
much more the investigators know 
about the crime than he does—is tak- 
ing the hardest way to easy money 
when he touches off his home or store 
or factory. 
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DEPOSITS OF SECURITIES BY 






INSURANCE COMPANIES 


By H. J. DANIELS 


U. S. DEPARTMENT OF COMMERCE 
DIVISION OF COMMERCIAL LAWS 
REPRINTED FROM COMMERCE REPORTS 


PHASE of foreign insurance 

legislation objectionable to 

many American companies 
whose good standing and reputation 
cannot be questioned, is the require- 
ment that a company deposit secu- 
rities or other assets of a fixed mini- 
mum value with the Insurance or 
Treasury Department. 

The legislation may require the de- 
posit in foreign bonds, and_ that 
should these fluctuate in value addi- 
tional bonds will be required to keep 
the deposit at the fixed value. This 
is, of course, the most objectionable 
feature of the law, as most American 
companies are apparently willing to 
comply with the requirement if per- 
mitted to deposit securities of their 
own choosing, provided, of course, 
that the amount of the deposit is rea- 
sonable. 


In this country state deposit re- 
quirements have provoked controver- 
sial discussion. Since these require- 
ments handicap companies operating 
in a large number of states, it is ar- 
gued that deposits afford little protec- 
tion to policyholders, since a company 
may fail with resulting loss to its pol- 
icyholders even though it has com- 
plied with the deposit laws. It is 
claimed—and with considerable justi- 
fication —that a strong company 
soundly and efficiently managed, but 
without deposits, is better for the in- 
sured than a weak company with de- 
posits. Since these state requirements 
also apply to alien companies, they 
induce foreign countries to take re- 
taliatory steps which may either take 
the form of similar deposit require- 
ments or even go so far as to exclude 
American companies by creating an 
insurance monopoly. 

Yet it must be said that deposit 
laws serve as a deterrent to mush- 
room or fly-by-night companies. A 
statement may contain simulated or 
false assets but the security deposited 
with an official can be verified with- 
out difficulty. In other words, a com- 
pany must, in order to operate in a 
state or country having such require- 
ments, have sufficient assets to com- 
mence business. Another reason ad- 
vanced by proponents of the deposit 
law with respect to alien or foreign 


companies, is that these laws bring 
within the jurisdiction assets which 
may be seized in payment of policy- 
holders’ claims. 

e* ee ® 


HIE many complaints are re- 

ceived regarding action of for- 
eign governments in setting up a 
deposit requirement as a prerequisite 
before commencing operations or in- 
creasing present deposit guarantees, 
thereby causing companies to with- 
draw rather than furnish additional 
securities, there are not many states 
which do not have a deposit law. In 
some instances the insurance law 
gives the administrative officer dis- 
cretionary power to fix the amount 
of the deposit, within limits of a min- 
imum and maximum sum established 
by law. Other states give the ad- 
ministrative officer in charge of in- 
surance even greater powers. In New 
Hampshire, for instance, if the com- 
missioner of insurance is satisfied 
that the company has the requisite 
capital and assets, and is a safe re- 
liable company entitled to confidence, 
he has the power to grant a license 
to it to do business. This law, as can 
be seen, does not require a deposit as 
a prerequisite for doing business but 
gives the commissioner the discre- 
tionary right to determine whether or 
not a company may operate within 
the state. While this law serves the 
same purpose as those which require 
a deposit, in that it can bar blue-sky 
companies and has the added feature 
of not handicapping stronger compa- 
nies, it may be argued that it places 
too much power in the hands of an 
administrative officer who could, if he 
so desired, act conversely, thereby 
defeating the purposes of the law and 
adversely affecting the rights of pol- 
icyholders. Other laws of this nature 
may be characterized as reciprocal re- 
quirements. To illustrate, a New 
York company entering Arizona 
must deposit the same amount in that 
state as a company having its home 
office there is required to deposit in 
New York. This could be avoided 
in the case of life companies by pro- 
viding that the securities equal the 
reserve liability upon outstanding 
policies in the state. 


PROVISION in our own state 

laws which is unknown in the 
laws of foreign countries is the ac- 
ceptance of a certificate of deposit 
executed by the depositing officer of 
another state in lieu of an actual de- 
posit, thereby alleviating the burden 
on companies. However, this does 
not extend to alien companies as dis- 
tinguished from foreign companies 
(foreign companies as used in this 
sense meaning companies incorpor- 
ated in a state other than the one in 
which application for a license is 
being made) and from this standpoint 
our laws do not differ from those of 
foreign countries. 

It appears to be a universal rule 
that the company may collect the in- 
terest or income upon the securities 
deposited. However, under certain 
circumstances this right may be with- 
drawn—especially if it is to protect 
policyholders in the event of the in- 
solvency of the company. 

Another rule, which is applied with 
equal force in foreign countries, as 
well as in this country, relates to the 
withdrawal of the securities consti- 
tuting the deposit. Their withdrawal 
without replacement or substitution 
of others may take place only when 
the withdrawal is permanent and ar- 
rangements have been made to take 
care of outstanding obligations. In 
Cuba, a sworn statement must be sub- 
mitted in which the company states 
that it does not have pending claims 
against the deposit or guarantee nor 
any personal or judicial claim against 
it, and that it has satisfied all policies 
which it may have issued. In addi- 
tion, the request to withdraw the de- 
posit must be published in the official 
Gazette for 30 consecutive days. A 
similar publication requirement may 
be found in the laws of our own 
states—notably New York, whose 
laws provide: 

When any corporation shall desire to 
relinquish its business, the superintendent 
shall * * * give notice * * * in a paper at 
Albany in which notices by state officers 
are required by law to be published at 
least twice a week for 6 months. 

ee @ ® 


N Cuba, however, another difficul- 

ty presents itself. The legal rep- 
resentative of the company in that 
country must be conferred with a 
power of attorney to receive the se- 
curities from the State. The power of 
attorney must be registered in the 
Mercantile Register (Registro Mer- 
cantil) before it is effective. 

Other interesting comparisons re- 
lating to this provision in insurance 
laws concern the status of the de- 
posit, whether it is to be regarded as 
a trust or security, its disposal on in- 

(Continued on Page 27) 
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JOHN RUSKIN 





THE BIGELOW PAPERS 














( a of a letter addressed by 
IF. R. Bigelow, president of the 
St. Paul Fire & Marine Insurance 
Company, presumably in all serious- 
ness, to the Treasurer of Williams 
College, Williamstown, Massachu- 
setts, in which John Ruskin, Esquire, 
late of Oxford, England, is sum- 
moned from the grave to the witness 
stand to bolster the cause of stock 
company insurance: 
7" ONG ago Ruskin wrote: ‘There is 
hardly anything in the world that 
some man cannot make a little worse and 
sell a little cheaper, and the people who 
consider price only are this man’s lawful 
prey.’ 

Many pages of argument could be 
Written as to stock insurance versus mu- 
tual insurance, as to technique and reli- 
ability, but it would all be beside the point 
is to the position which Williams College 
would naturally assume, and as to the 
true basis for action. 

“Gifts to endowment and all other pur- 
poses of the college have come probably 
vithout a single exception—from men 
whose success in operating a stock com- 
pany, whether of insurance, banking, 
manufacturing, or otherwise, has made 
it possible for them to become financially 
interested in education and uplift—all of 
their support has come from that source. 

“The investments of Williams College 

also probably with little or no exception 
—are in stock companies, railroads, manu- 

cturing enterprises, banks, etc. The 
future and the integrity of the stock form 
of doing business will wholly determine 
he financial support which Williams Col- 
lege will receive. 


“You are not on the side of mutual in- 
surance. Suppose all business was done 


(Continued on Page 26) 
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RUSKIN’S LAST RIDE 


Being the examination of an immortal’s implied advocacy of stock insurance. 


WISTING from its context one phrase written by a man of some in- 

tellectual standing, and flaunting it as approval of a project which the 

writer actually may have held in loathing, is no new thing in a world 
so filled as is ours with sham and sorrow. This maneuver, indeed, may be 
termed the very foundation of such enterprises as the carnival and the theater, 
as will be attested by every unwary citizen who has been cozened into buying 
tickets for a bad play by the elliptical comments of the critics displayed on 
the billboards out front. But, as the celebrated Phineas T. Barnum once 
remarked in a moment of relaxation, ‘the public loves to be fooled,” and the 
average person of our day is possessed of sufficient sophistication to be amused 
rather than convinced by promotional gymnastics so naive. 


It was with amazement, therefore, that most literate insurance men noted 
a recent advertisement of the Home Insurance Company. It dipped into the 
works of the late great John Ruskin to find this statement: “There is hardly 
anything in the world that some man cannot make a little worse and sell a 
little cheaper, and the people who consider price alone are this man’s lawful 
prey,” and drew from it the conclusion that the stock system of insurance 
has John Ruskin’s full and unqualified approval. 


It was only natural that letters, ranging from the derisive to the scholarly, 
should at once begin to come to us from some of the thousands of individuals 
familiar with the writings and the philosophy of John Ruskin. The task of 
sifting out the more amusing letters had already begun when another insur- 
ance executive added cream to the jest by making an incredible faux pas. 


F. R. Bigelow, President of the St. Paul Fire and Marine Insurance Com- 
pany, actually used the Ruskin quotation as the introduction of a letter which 
he dispatched to the Treasurer of Williams College! 


This amazing bit of gaucherie made it necessary, of course, to change our 
original plan of gently chiding the stock company executives concerned upon 
their lack of scholarship, for new and better letters began to arrive as soon 
as the text of the Bigelow letter was made public. 


ROM this mass of correspondence we have selected two contributions 

for publication. One is from the pen of A. P. Lange, veteran San I*ran- 
cisco insurance buyer who holds high rank as a deflater of the pretentious in 
the field of insurance. His comments, based upon two letters written by F. R. 
Bigelow, appear in another column under the title of “The Bigelow Papers.” 
The other ‘Paul or the Plumber” is from Frank Fitzgerald, and appears be- 
low in the form of an inquiry into the life and works of John Ruskin. They 
are published in the sincere belief that they will prove of educational value 
to stock insurance executives who have been reading the classics neither 
wisely nor well, and in the sincere hope that they will spare John Ruskin 
from being asked to ride again bearing the lance and buckler of stock insur- 
ance. After all, a liberal thinker has some rights at the hands of posterity. 








“PAUL OR THE PLUMBER" 
By FRANK FITZGERALD 


Will you have Paul Veronese to skilled in their use of propaganda. 
paint your ceiling, or the plumber We can but marvel, however much 
from over the way? Both will work we dispute the truth or the plaus- 
for the same money; Paul, if any- ibility of their product, at each new 
thing, a little the cheaper of the two, device and utterance by which they 
if you will keep him in good humor; exhort the public to keep giving up 
only you have to discern him first, their premium dollars in a sort ot 
which will need eyes. continuous miracle. 

RUSKIN :—Munera Pulveris. But propaganda has little to do 

It can be said, unhappily, that the with truth or plausibility; it 1s con- 
stock insurance interests are very cerned with results. The index of 
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Stock propaganda is premium vol- 
ume ; its effectiveness can be mapped 
with an exactness that is galling. 
Their loss ratio—underwriting profit 
—is completely another matter. 

The skilled propagandist knows 
the value of a mere statement and its 
repetition in selected media. Once 
having determined what he wishes to 
say, he has only to fish the appropri- 
ate sentiment from deep in his own 
memory and summon up, with a nice 
distinction, the proper authority. He 
is aware of the potency of such a 
statement put in the mouth of some- 
one very ‘prominent, very wise or 
even attractively obscure; for it is a 
condition of the happiness of an in- 
dividual that his “beliefs’’ stem from 
sufficient authority—be it that of 
Confucius, Plato, St. Paul, Voltaire, 
Sainte Beuve, Ralph Waldo Emer- 
son or Chief Justice Hughes—in con- 
cert or in combination. 

We have, currently, the “Home,” 
at considerable expense, sprawling 
itself across whole pages of the trade 
journals to point out a great truth 
in the matter of the price of a com- 
modity. 

TRUE A CENTURY 
TRUE TODAY: 

There is hardly anything in the 
world that some man cannot make a 
little worse and sell a little cheaper 
and the people who consider price 
alone are this man’s lawful prey. 

It must have been true ten cen- 
turies ago; but we find that John 
Ruskin, no less, has been dragged in 
as window dressing; and, coinciden- 
tally, as an advocate of sound Stock 
fire insurance. 

This is insidious and skillful prop- 
aganda. John Ruskin, a man of great 
reputation, comes up through the 
grime of half a century as a major 
prophet. Surely any pronouncement 
of such a man has a very special sig- 
nificance. And yet, when we exam- 
ine the bulk of his work, we know 
that this single utterance—presum- 
ably very basic in the economic views 
of Ruskin—is a useful falsification of 
his real position. 

Of course, he said just that, but he 
was also impelled to write in \/unera 
Pulverts : 


k kx * 


AGO; 


There is, indeed, a condition 
‘f apparent cheapness, which we have 
some right to be triumphant in; name 
ly the real reduction in cost by right 
application of labor. But in this case 
the article is only cheap with refer- 
ence to its former price; the so-called 
cheapness is only our expression for 
the sensation of contrast between the 
former and existing prices. 


\nd might we not sense complica- 
tions of a Marxian sort in determin- 
ing the real relationship of “price,” 
“value,” from the single statement 
in ‘ors Clavigera: 
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* * * For, indeed, I am myself a 
Communist of the old school—reddest 
also of the red; * * * for we Commu- 
nists of the old school think that our 
property belongs to everybody, and 
everybody’s to us. 

We know, in our wisdom, that 
Ruskin couldn’t appreciate the im- 
plication of that statement: “reddest 
also of the red”; though he can defi- 
nitely be termed “pink”... as an 
Impressionist would point out, it is 
the intervening atmosphere that has 
some bleached his full crimson inten- 
sity. 

The Library Edition of Ruskin’s 
Works runs to thirty-three volumes. 
An eloquent, confused tangle they 
begin with the arts and end in his 
version of an ordered society. We 
read now even the books on art and 
architecture to extricate the portions 
devoted to social and political ques- 
tions. 

Ruskin spent his entire lifetime in 
propagating his particular convic- 
tions. Wilenski, his most recent biog- 
rapher, tells us that he brought to his 
task: “. . . all of his resources. His 
gift for sonorous writing, his power 
to put down an exciting half-truth in 
an arresting phrase, his generous in- 
dication, his bitter wit. He brought 
to it all his manic overstressing and 
all of the devices of the experienced 
showman to procure his effects.” 

Take a particular, decisive moment 
in his life. The turning point in the 
career of a man who cast off the role 
of an amateur of the arts to become a 
militant social reformer. 

We must go to England and 1870 
to observe, as Carlyle called him, 
“this beautiful bottle of fizz-water.” 
Ruskin, fifty-one, beardless, impec- 
cably dressed—in an “old-fashioned” 
way—begins his course of lectures at 
Oxford as Slade Professor (he had 
gotten the appointment at last after 
a long drawn out contention ).— 


“The Lectures on Art” Greek 
vases Vasari... the art of 
A pelles. 


From the first his reference to so- 
cial conditions, his impatience with 
the orthodox religious teaching, and 
“startling extemporisations” made 
their appearance. His friends, alarm- 
ed, the University authorities “‘came 
with grave f remonstrate 
against irrelevant and Utopian topics 
being introduced into lectures on art.” 


faces to 


Lectures through, he pondered his 
position. The exposition of the Greek 
refinement to his cricket-playing gen- 
tlemen—and England sunk in all 
manner of depression and suffering. 
“Was it not the vainest of affections 
to try to put beauty into shadows 
while all real things that cast them 
are left in deformity and pain?” 





Troubled, he went off to Italy with 
a party of friends: to see Venice and 
the Carpaccios. They did Pisa, Flor- 
ence, Verona—sketched architectural 
details and fragments—rejoiced in the 
climate. They were in the Alps when 
the Franco-Prussian War broke 
which forced their return to England. 


His autumn lectures were con- 
cerned with Greek sculptures—‘‘mere 
art work,” as he remarked, conjec- 
ture, at any rate, this systematic in- 
vestigation of non-existent statuary. 
All the while, his social conscience, 
“rustling and grumbling inside him,” 
taking the shape of letters to the 
Daily Telegraph about the war. 

He was thoroughly fed up by now 
with the dons, the parsons and the 
professors’ wives; feeling that he 
alone with Carlyle—“a minority of 
two,’ bore the burden of revelation 
to an unthinking world of the “vital 
laws and mortal violations of them, 
which regulate and ruin states”; he 
made a momentous personal decision 
to set about the regeneration of Eng- 
land with the founding of St. 
George’s Guild. He restated his views 
of ten years previous on social and 
political economy (which had had no 
success whatever) in a spirited cam- 
paign of social action. His star had 
begun to rise. 

On December 31, 1870, he sat down 
to his writing table and penned these 
words: “I begin this next year in the 
fixed purpose of executing—at least 
of beginning the fulfillment of—many 
designs long in my mind, up to such 
point as I may.” 

The next day appeared the first 
number of Fors Clavigera: Letters to 
the Workmen and Labourers of Great 
Britain, written in the trenchant. 
forceful style so unlike the “word 
painting” manner of his earlier works, 
and which had become so distasteful 
to him. For eight years he was to 
publish these monthly letters—out of 
his own pocket. 

The St. George’s Guild which he 
conceived in 1867, took definite form 
from one of the letters of 1871. Uto- 
pian? With a vengeance! He called 
upon all Englishmen to give up a 
tenth of their possessions to the Guild 
for utilization in his program of hu- 
manitarian work. Ruskin gave, per 
sonally, the equivalent of $100,000, 
and worked, untiringly, to further its 
aims. 





The Guild? It was a sort of coop 
erative order conducted along medi 
eval lines. (Hardly a right activity 
to pertain in any way to the 
‘“Home.”) Its members were ‘“Com- 
panions of St. George” who were t 
acquire land and work it on princi 
ples laid down in a creed by Ruskin, 
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tle “Master” of the Order. They 
were to undertake service, make 
themselves useful, be kind and hon- 
est and charitable. They were to em- 
ploy hand power in their work, air 
power, water power, electric power ; 
but they were to have nothing to do 
with coal power, depending as it did 
on the enslavement of the mining pop- 
ulation of England; with the atmos- 
phere of the island polluted to an 
extent that it was unfit for breathing ; 
not to speak of the pervading gloom, 
so disastrous psychologically to Brit- 
ons. 

Before his death, Ruskin was to 
exhaust his personal fortune in sim- 
ilar social projects ; spending and giv- 
ing his capital where his conscience 
directed. In all it amounted to the 
present equivalent of $2,000,000; but 
the average income from his books, 
rising sharply after his fiftieth year, 
“his knowledge of the Bible, his con- 
stant practice of quoting from it, giv- 
ing ‘his books tremendous power and 
authority,” produced more than 
enough to enable him to live comfort- 
ably in retirement while greatly en- 
hancing his prestige. 

Think of the ““‘Home”’ propagandist 
publicizing, as likewise an opinion of 
John Ruskin, that “interest and rent” 
were a form of usury, and that dur- 
ing the last twenty-four years of his 
life he vigorously applied this reason- 
ing to his own affairs—doling out his 
increment to further his social ob- 
jectives. 

“We must,” says Wilenski, ‘‘dis- 
tinguish his social conscience, the fin- 
est factor in his character, from his 
manic impulse to preach, which de- 
rived from the abnormal condition of 
his mind.” Truly, we should. The 
recurring attacks of madness which 
harassed this man throughout his life 
were reasonably of the “divine” sort. 
To read his opinions on war and war 
profits written fifty years ago is reve- 
lation. All that he had to say on 
shorter hours for workmen, higher 
wages, improved working conditions, 
old age pensions (rash talk in that 
England) stamps this man as dis- 
tinctly something other than an apol- 
ogist for “high prices” and “big busi- 
ness.” 

In his “Notes on Propaganda,” 
\ldous Huxley gives us an inkling 
of what the opinion of Ruskin meant 
in his own time—perhaps, its influ- 
ence for the good at the moment. 

Nor must we forget that propa- 
ganda is largely at the mercy of cir- 
cumstances. Some circumstances fight 
against propaganda; at other times 
they fight no less effectively on its 
side. . . . Propaganda by even the 
greatest masters of style is as much 

at the mercy of circumstances as prop- 
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aganda by the worst journalists. Rus- 
kin’s diatribes against machinery and 
the factory system influenced only 
those who were in an economic posi- 
tion similar to his own; on those who 
profited by machinery and the factory 
system they had no influence what- 
ever. 

Can it be that “John Ruskin,” as 
the St. George who will impale the 
Mutual dragon, is painfully at the 
mercy of circumstances. 

The man who would make some- 
thing worse than he knows how, that 
he may sell cheaper, at greater profit 
to himself in order to satisfy his pred- 
atory instincts at the expense of the 
unintelligent is very likely to be some- 
one of the stripe of the late Zaharoff, 
the munitions man. And it is ap- 
parent that this is the interpretation 
of the Ruskin paragraph intended by 
the “Home” advertisement. Really 

. . we're not so diabolic as all that! 

We know that Ruskin was very 
precise in his use of language. Every 
word that entered into his pronounce- 
ments was employed with due 
thought given to its meaning and his- 
tory and_ uttermost significance. 
Words common in any writings of so- 
cial and political economy—money, 
price, value—are all carefully dis- 
criminated, and used each in its prop- 
er and distinctive sense. We know, 
further, that he was driven to the use 
of words of his own coining, such as 
[llth, that he might be more specific 
in his meanings. When he said 
“price,” he meant ‘price’; when he 
said ‘“‘worse,” he meant “worse”: 
“people who consider price only” 
means “people who consider price 
only.” 





Similarly, and very appropriately, 
when it is asseverated that: “The 
principle underlying purely mutual 
insurance and differentiating it from 
all other forms is that which works 
to reduce the insurance cost by re- 
ducing losses,” that, precisely, is what 
is meant. 


It is one of the great and enduring 
satisfactions that we can read in Fors 
Clavigera: “I should like to destroy, 
without rebuilding, the new town of 
Edinburg, the North suburb of Gen- 
eva, and the city of New York.” 

That would include the “Home,” 
the “Business Development Office” 
and all its works. Ruskin has spoken! 
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Analysis of "Insurance" 


(Continued from Page 17) 


enunciated a general policy of follow- 
ing the state’s classification of a com- 
pany unless there has been a “gross 
misuse” of the name. As applied to 
insurance companies by the Supreme 
Court in the Bowers and Home Title 
cases this virtually amounts to the ac- 
tivities test, for the court indicated 
that the name is grossly misused 
when at any time the non-insurance 
receipts of a company preponderate 
over those from insurance. To state 
the rule as in the Cambridge case, 
however, may differ from the activi- 
ties test in one particular: a showing 
of the state’s classification of the com- 
pany might put upon the commission- 
er the burden of coming forward with 
the evidence demonstrating the inap- 
plicability of the exemption. 


The Supreme Court’s application 
of the activities test is conducive to 
administrative inconvenience insofar 
as the mortgage guarantee companies 
can slip in and out of the insurance 
taxation provision year by year with 
the investment booms and recessions 
of the business cycle. Nor would the 
charter test prove satisfactory in this 
situation, since exemption as an in- 
surance company could be claimed by 
a corporation having insurance pow- 
ers but engaged primarily in other 
business. And the fact that the state 
classification laws allow an insurance 
company to conduct such other busi- 
ness has caused a repudiation of the 
classification test. 

In cases involving state taxes, how- 
ever, the standard applied is less defi- 
nite. If the tax is one upon the exist- 
ence ef the privilege of doing an in- 
surance business, the charter test is 
sufficient because the privilege exists 
irrespective of whether it is being ex- 
ercised. Generally a state court will 
follow the classification of the com- 
pany under its own laws. It seems, 
however, that the activities test is oc- 
casionally applied when the result is 
the imposition of the tax. 


Conclusion 


HIE meaning of the terms “‘insur- 

ance” and “insurance corpora- 
tion” may differ considerably with 
the purposes for which the question 
is sought to be determined. Cases of 
one type may not be precedents for 
a case of a different type. In each 
case the purpose of the law involved, 
the powers and activities of the com- 
pany, and the state’s classification of 
the company, should be fully scruti- 
nized to the end that the determina- 
tions in one field do not confuse the 
issues in another. 
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The Bigelow Papers 


(Continued from Page 23) 


yn a mutual basis, where would you (to 
use the slang phrase) get off? 

“Information has come that efforts are 
being made to switch insurance policies on 
your properties from stock companies to 
mutual companies. I am avoiding all the 
extensive detailed arguments and asking 
you, as able lawyers frequently ask the 
United States Supreme Court, to disre- 
gard the points which will not make for 
a permanent improvement of conditions in 
the future, and make your decision on 
the crux of the whole matter as to wheth- 
er the interests of Williams College are 
not wholly along the lines of stock com- 
panies and wholly unrelated to the interests 
or operations of mutual companies.” 


Ore of a letter addressed by 
F. R. Bigelow, president of the 
St. Paul Fire & Marine Insurance 
Company, to a bank president. This 
letter, designed to make bank officials 
look under the bed each night before 
retiring in the spinster-comic strip 
tradition, reads: 

“As to banks accepting mutual policies, 
we have been able to hold the matter in 
line here on two lines of argument: 
First, that a fiduciary has no moral or 
legal right to accept insurance policies 
which may result in an assessment upon 
the property, or which is dependent for 
its integrity upon the assessment of others. 
Of course there are some mutuals which 
are so strong that this argument will not 
hold, but there are not many of them. 

“We have been able to hold the business 
of hospitals, colleges, etc., on the argu- 
ment that all their funds have been con- 
tributed by men who made money in 
stock companies—all their endowment 
funds and investments of any kind are 
in stock companies, and their interests are 
wholly and solely on the side of stock 
companies. 

“A bank or a trust company ought to 
be open to similar argument—that they 
themselves are stock companies and all 
their interests, business, and revenue is 
with stock companies or individuals. If 
all business breaks down to the mutuals 
or cooperatives, what will there be to 
furnish occupation either for individuals 
or for money? Banks especially make 
their profits from transactions with stock 
companies, or with individuals whose 
money is in stock companies, and it is 
certainly not to their interest to break 
down the form of business which fur- 
nishes the clientele for their banks.” 

e @ * 


A P. LANGE, who as a buyer 
e rather than a seller of insur- 


ance is a most welcome addition to 
these pages, gives his reactions to the 
above manifestations of pseudoclass 
icism in the words and phrases of a 
practical insurance customer. They 
are reproduced below by permission. 
December 19, 1936 

Mr. F. R. Bigelow, President 
St. Paul Fire and Marine 
St. Paul, Minnesota 
Dear Mr. Bigelow: 

We have in San Francisco an organiza- 
tion known as the Insurance Buyers As- 
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sociation, composed of a small number of 
persons supervising the insurance of their 
principals, including, of course, the plac- 
ing of same. We are always interested 
in comments on insurance made by au- 
thorities, especially in the matter of se- 
lection of insurance carriers. In_ line 
therewith, the comments made by you, as 
reported in The Insurance Field of De- 
cember 3, proved of unusual interest to 
us, and I trust that our comments thereon 
will not be without interest to you. Be- 
fore submitting same, however, I would 
like to make the following statements. 

I appreciate the fact that this is to be 
a very lengthy letter, but I hope that you 
will give it and the accompanying circu- 
lar due consideration. 

All of us, especially the writer of this 
letter, entertain a very high regard for 
the St. Paul Fire and Marine. While 
there may be a difference of opinion as 
to whether it is the only Stock fire insur- 
ance company west of Philadelphia which 
has acquitted itself satisfactorily during 
its entire corporate existence, no one 
questions that it has so acquitted itself. 

The quotation from Ruskin used by you 
in this article is one which we note is 
heing frequently used in attacks on non- 
Stock insurance carriers. Applied to the 
insurance business, the logical construc- 
tion which can be placed on that quotation 
is that all insurance is “bad,” but some 
is “worse.” Of course you do not intend 
to have this construction placed on the 
quotation but it is, nevertheless, the only 
logical one. 

As stated, the quotation is being used 
very extensively by opponents of non- 
Stock insurance, especially the Home of 
New York, in utter disregard of the 
record made by the Southern Surety, its 
affiliate, under substantially the same man- 
agement as the Home. 


—— raise the question as to whether 
or not a fiduciary has the moral or 
lega! right to accept insurance policies 
subject to assessment. The large mutual 
life insurance companies are as much 
fiduciaries as are banks—in fact, more so 

for the banks to which you refer are 
capital stock institutions, whereas mutual 
life insurance companies have no capital 
stock. These great institutions, far over- 
shadowing any bank, freely accept policies 
of fire insurance by fnutual carriers. If 
in so doing they are violating any law 
there should be no difficulty in having 
some policyholders institute proceedings to 
prevent them from continuing to accept 
the policies of such carriers. 

The claim has frequently been made 
that school boards and similar organiza- 
tions cannot legally place insurance in 
mutual companies where the right to as- 
sess is reserved. You are undoubtedly 
aware of the fact that the Supreme Court 
of California unanimously decided that 
this is not the case, as have also the 
supreme courts in many other states. 

You raise the question: “If all business 
breaks down to the mutuals or coopera- 
tives, what will there be to furnish occu- 
pation, either for individuals or for 
money?” Is it your contention that mu- 
tuals and cooperatives operate automati- 
cally, or do you merely contend that if the 
bulk of business is written by non-Stock 
insurance carriers a large number of 
agents and others, rendering no real serv- 
ice to the insuring public, will be dis 
pensed with? If this latter is your con- 
tention, I agree with you, and point, for 
instance, to the fact that the Insurance 





Department of Michigan has certified to 
the fact that there are more than 18,000 
agents licensed to transact business in 
that state. Unquestionably a small per- 
centage of that number could render all 
the services and do all the work of any 
benefit to the policyholder. 

You further say in your appeal to the 
banks: “Banks especially make their 
profits from transactions with Stock com- 
panies, or with individuals whose money 
is in Stock companies.” Banks make their 
profits from the use of deposits. Included 
among these depositors are, of course, 
insurance companies and their representa- 
tives and employees. Among these the 
greatest undoubtedly are Mutual Life in- 
surance companies. Well up in_ these 
ranks are non-Stock carriers of insurance 
other than life, and of course also officers 
and employees of all classes of non-Stock 
insurance carriers, 

e666 * 

N referring to the breakdown to mutuals 
r cooperatives, you may have intended 
to classify non-Stock insurance carriers 
with government subsidized cooperative 
institutions, as is the fad of late. Mer- 
chants as a rule are not at all alarmed 
about the competition from cooperatives. 
They realize that the only successful way 
of meeting the competition is by doing a 
better job. We believe that it would be 
to the interest of Stock insurance carriers 
to take the same view of the competition 
which they are meeting from non-Stock 
carriers. Instead of so doing, they are 
undertaking to attack the integrity and 
the dependability of non-Stock insuranc¢ 
carriers in utter disregard of the fact that 
these latter gave a much better account 
of themselves during the years of the de- 
pression than did the Stock carriers. I 
believe you will have to agree with me 
in this, but if you do not, I for one would 
appreciate your furnishing us with a list 
of Stock and non-Stock carriers which 
have failed in the past ten years, and the 
resultant losses to policyholders caused 
by such failures. 

While on the subject of cooperatives 
and non-profit organizations, may I ask 
how you justify such organizations as the 
Standard Forms Bureau, Sanborn Map 
Company, Fire Adjustment Bureaus, Un- 
derwriters Laboratories, etc., etc., which 
are owned and maintained solely by Stock 
insurance companies. I do not take any 
exception to those organizations. On the 
contrary, I think they should be continued, 
but as long as they are in existence it 
seems to me that there should be no 
criticism made of merchants who cooper- 
ate with each other through mutual and 
reciprocal insurance and thereby greatly 
reduce their insurance costs, exactly as the 
insurance companies cooperate with each 
other and conduct non-profit organizations 
such as cited to reduce their costs, even 
though a large number of persons are 
thereby thrown out of work. 

If my statement regarding non-profit 
cooperatives maintained by Stock insur- 
ance companies seems exaggerated, let me 
refer you to the Underwriters’ Report of 
August 11, 1932, in which appears an 
article by Mr. Arthur M. Brown, the 
head of the old Edward Brown & Sons 
General Agency, San Francisco, from 
which I quote: 

Operated on Non-Profit Plan 
“Many underwriters will no doubt be 
surprised to know that the Standard 

Forms Bureau, which is located in the 

heart of San Francisco’s insurance dis- 

trict, is a company-owned organization 
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and operated on a non-profit plan. The 
Bureau is the property of the companies 
who are members through their fire de- 
partments.” 
Referring to its purchasing supplies, the 
article states: 
Paper Bought by Carload 


“The paper bought by the Bureau is 
secured in carload lots by mill shipment 
at a cost of two-thirds the retail price. 
Since the Bureau started, to March 31, 
1932, it has purchased $262,156.55 of 
paper. Had this paper been bought at 
the usual price it would have cost 50 
per cent more, a saving on this one item 
of $131,078.27, to which may be added 
the printer’s handling charge of 20 per 
cent or $78,649.64.” 


OES not Mr. Brown’s statement prove 

that Stock insurance companies oper- 
ate non-profit cooperatives, the success of 
which is due largely to buying at whole- 
sale and eliminating the middleman 
(agent) ? 

You will in all probability regard this 
letter as having been inspired by a desire 
to promote the cause of non-Stock insur- 
ance carriers. This is true to just the 
extent that many of us realize how valu- 
able to us has been the competition of 
these non-Stock carriers in securing broad 
coverage in companies of unquestioned 
ability to meet all their obligations and at 
costs far below those which the Stock 
insurance companies are seeking to exact 
from us. We are anxious to have this 
competition continue and we realize that 
in order that it may do so we must assist 
in defeating any attempt to convince the 
uninformed that “Insurance in Stock com- 
panies is bad, but insurance in non-Stock 
companies is worse.” 

Very truly yours, 


A. P. Lange. 








New Book on Selling 
Life Insurance 


A NEW BOOK WHICH HAS COME TO 
THE EDITOR'S DESK IS ENTITLED 
“Prestige Building for Life Under- 
writers,” the work of a successful 
life insurance agent and agency or- 
ganizer, Joseph L. McMillin, C.L.U. 
It is a well considered exposition of 
sound sales technique for life insur- 
ance men. Prentice-Hall, Inc., are 
the publishers. 


Analyzes Legal Aspects 
of Christian Science 


“LEGAL ASPECTS OF CHRISTIAN 
SCIENCE,” PREPARED BY I, H. RUBEN- 
stein, Chicago attorney, and recently 
issued in a limited edition by Cran- 
don Press, Chicago, is expected to 
serve as a practical handbook for in- 
surance men whose work involves 
them in such matters as personal in- 
jury or compensation cases in which 
conflicts relating to medical attention 
often arise with individuals of the 
Christian Science faith. 
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Death of 
Charles H. Ridgway 
CHARLES H. RIDGWAY, PRESIDENT 

OF THE WESTERN MILLERS MUTUAL 
Fire Insurance Company of Kansas 
City, Missouri, since December 1932, 
died at his home in Johnson County, 
Kansas, on March 21. He had been 
ill almost two years. 

Mr. Ridgway, who was widely 
known as Senator Ridgway because 
of his service in the Kansas State 
Senate, was born in Ripley, Ohio, on 
August 17, 1865. At the age of nine- 
teen he moved to Kansas with his 





CHARLES H. RIDGWAY 


parents. In 1884 he entered Baker 
University to study for the Methodist 
ministry. His funds ran low, how- 
ever, so in 1886 he sought an oppor- 
tunity to enter business, and went to 
Ottawa, Kansas, the nearest town. 
It was in Ottawa in 1886 that Mr. 
Ridgway laid the foundation for the 
connection he had with the milling 
industry at the time of his death. 
Although he was only 21 years of 
age he possessed sufficient iniative to 
go into business on his own account, 
engaging in “real estate, insurance, 
rental and loans’, Between 1889 and 
1897 he was chairman of the state 
legislative committee of the Kansas 
Federation of Commercial Interests. 
In 1899 Governor W. E. Stanley ap- 
pointed Mr. Ridgway assistant state 
superintendent of insurance. In the 
meantime he formed an acquaintance- 
ship with H. D. Crane, a miller of 
Ottawa. In 1901, the Western Millers 
Mutual Fire Insurance Company 


April, 1937—27 


needed a new secretary and Mr. 
Crane, who happened to be _ vice- 
president of the company recom- 
mended Mr. Ridgway for the post. 
Mr. Crane’s associate officers and 
directors agreed with him as to the 
qualifications of Mr. Ridgway and on 
February 6, 1901, he was elected 
secretary. He had been reappointed 
assistant superintendent of insurance 
for Kansas the month preceding, but 
resigned when elected to the new 
position which took him to Kansas 
City. 

Mr. Ridgway won a national repu- 
tation for his service with the West- 
ern Millers Mutual Fire Insurance 
Company but was also widely known 
in the Southwest for his interest in 
Kansas politics. In 1918 he was 
elected a representative to the Kansas 
Legislature from the seventh Kansas 
district, which includes Kansas City, 
Kansas. He was the first Repub- 
lican chosen in that nominally Demo- 
cratic district in 32 years. In 1920 he 
was elected state senator from the 
fourth Kansas senatorial district. 


Surviving Mr. Ridgway are his 
widow, Mrs. Susan E. Ridgway ; two 
daughters, Mrs. R. M. Rogers, wife 
of the present secretary of the West- 
ern Millers; Mrs. George S. Baker: 
and three grandchildren. 








Deposits of Securities 
(Continued from Page 22) 


solvency of the company, and the 
question as to whether it should be 
held by the insurance department or 
the state treasurer. 


In Latin American countries the 
deposit may be placed with the Na- 
tional Bank of the country. In Guat- 
emala, for instance, the law specifies 
the Central Bank of Guatemala or a 
bank established in the country, in 
the latter case upon approval of the 
Minister of Finance. 

In Peru, the Fiscal Inspectorate of 
Insurance Companies whose activi- 
ties come under the Minister of Fi- 
nance (Ministro de Hacienda) is the 
official depositary. 

A careful review of the deposit 
laws of foreign countries and those of 
our own states leads to the inescapa- 
ble conclusion that sound and honest 
companies are imposed with burden- 
some requirements in order that the 
operations of unsound and dishonest 
firms may be prohibited. 





| 
| 
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LOCAL CLAIM SERVICE 


For the convenience of our policyholders, and to render them additional prompt serv- 
ice in connection with all types of CLAIMS, our Branch Offices have been enlarged 


and completely equipped to handle the investigation and adjustment of all losses. 


Attorneys, licensed adjusters and competent clerical staffs are employed at each Branch 
Office—augmenting our Home Office personnel—in order that the claims of our policy- 
holders may be completely serviced in their own localities, from the first report of 


accident down to the final settlement and payment. 


AVAIL YOURSELF OF OUR PROMPT AND 
EFFICIENT SERVICE 


Let us explain how we are able to reduce the cost of your Workmen’s Compensation 
Insurance . . . through the economical operation of our organization . . . the careful 
selection of risks . . . through loss prevention activities, reducing the frequency and 
severity of accidents . . . and when accidents do occur . . . through our complete 


Hospital and Medical Departments . . . expediting the employee’s recovery. 
* 


Workmen's Compensation, Automobile, Group Health and 
Accident and General Casualty Lines 


NON-ASSESSABLE DIVIDEND PAYING 
1912 -1937 


MICHIGAN 
LIABILITY 


163 Madison Avenue, Detroit 


MUTUAL 
COMPANY 


Telephone: CHerry 4800 





BRANCHES IN PRINCIPAL MICHIGAN CITIES, NORTHERN OHIO AND INDIANA 
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SUBSTANTIAL SAVINGS 


Substantial dividend savings have been 


returned to policyholders every year. 
Sound and efficient management coupled 
with a careful selection of property insured 
has made this remarkable savings record 


possible. 





























































































































































































































THE “L-M-C’ PLATFORM 





\ 
When the first Board of Directors of the “L-M-C’’ met in 1912, 


the purpose and aims of the new company were stated as follows: 
first — To provide the best protection, 

second — To reduce the cost of operation, 

third —— To promptly adjust and pay every honest loss, 

fourth — To study accident causes and guard against recurrence, 
fifth — To collect rates that are both adequate and equitable, 
sixth — To provide full statutory reserves, 


seventh — To build up an adequate surplus, returning the bal- 
ance of the premium to policyholders in the form of 


dividend or premium refund, 


eighth — To limit the membership to those willing to cooperate 
S 


in this program. 


LUMBERMENS MUTUAL CASUALTY COMPANY 


Division of Kemper Insurance 


MUTUAL INSURANCE BUILDING . CHICAGO, U.S.A. 

















